To investigate systematically; examine; 
. explore every possibility; travel through (an 
unfamiliar area) in order to learn about it... 
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evelop 


To bring from latency to or toward fulfill- 
ment; convert (land) to a new purpose... 
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Statements relating to planned and completed 
exploration work at the Hope Bay project, the 
George and Goose Lake projects and the expected results of the Yellowknife oper- 
ations and the proposed development economics of the Doris North project and 
other areas on the Hope Bay project are forward looking statements within the 
meaning of the United States Private Securities Litigation Reform Act of 1995. 
Forward looking statements are statements that are not historical facts and are 
generally, but not always, identified by the words “expects,” “plans,” “anticipates,” 
“believes,” “intends,” “estimates,” “projects” and similar expressions, or that 
events or conditions “will” “would,” “may,” “could,” or “should” occur. Information 
inferred from the interpretation of drilling results and information concerning min- 
eral resource estimates may also be deemed to be forward looking statements, 
as it constitutes a prediction of what might be found to be present when and if a 
project is actually developed. These forward-looking statements are subject to a 
variety of risks and uncertainties which could cause actual events or results to dif- 
fer materially from those reflected in the forward-looking statements, including 
without limitation: risks related to fluctuations in gold prices; uncertainties related 
to raising sufficient financing to fund the planned work in a timely manner and on 
acceptable terms; uncertainties related to the accuracy of the assumptions made 
in the principal parameters related to the development of Doris North; changes in 
planned work resulting from weather, logistical, technical or other factors; the pos- 
sibility that results of work will not fulfill expectations and realize the perceived 
potential of the Company's properties; uncertainties involved in the interpretation 
of drilling results and other tests and the estimation of gold reserves and 
resources; the possibility that required permits may not be obtained on a timely 
manner or at all; the possibility that capital and operating costs may be higher than 


Forward Looking Statements 


currently estimated and may preclude commercial development or render opera- 
tions uneconomic; the possibility that estimated recovery rates may not be 
achieved; risk of accidents, equipment breakdowns and labour disputes or other 
unanticipated difficulties or interruptions; the possibility of cost overruns or unan- 
ticipated expenses in work programs; the possibility that mine reclamation costs 
may exceed estimates or that difficulties may be experienced in mine reclamation; 
the risk of environmental contamination or damage resulting from Miramar's oper- 
ations and other risks and uncertainties, including those described in Miramar's 
Annual Report on Form 40-F for the year ended December 31, 2002 and Reports 
on Form 6-K filed with the Securities and Exchange Commission. 


Forward looking statements are based on the beliefs, estimates and opinions of 
Miramar's management on the date the statements are made. Miramar under- 
takes no obligation to update these forward looking statements of management's 
beliefs and estimates or opinions or other factors should they change. 


All resource estimates reported in this disclosure are calculated in accordance 
with the Canadian National Instrument 43-101 and the Canadian Institute of Mining 
and Metallurgy Classification system. These standards differ significantly from the 
requirements of the United States Securities and Exchange Commission and 
resource information reported in this disclosure may not be comparable to similar 
information reported by United States companies. The terms “Resource(s)” does 
not equate to “Reserve(s)” and normally may not be included in documents filed 
with the Securities and Exchange Commission. “Resources” are sometimes 
referred to as “mineralization” or “mineral deposits” 
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Message From the President 


2 003 was a year of significant 
accomplishment for Miramar Mining 
Corporation. It was a year of continu- 
ing to follow our strategy and for 
illustrating the potential of our assets 
and our people. We are even more 


convinced today that Hope Bay is a 


premier gold project. 


2003 was also an excellent year for 
the gold market and gold equities. 
The gold price surged toward decade 
highs. Gold equities followed. Gold 
projects were dusted off and re- 
invented. 2003 was the beginning of 
an up cycle that we hope continues 


for some time to come. 


However, when Miramar first became 
involved with the Hope Bay belt in 
the Canadian Arctic in 1999, there 
was no such market. In 1999 we set 
forth with a vision to prepare for the 
emergence of the Hope Bay green- 
stone belt as an important new gold 
producing district. Miramar has the 
good fortune to own 100% of this 
premier gold project. The belt pro- 
vides us with a multitude of opportu- 


nities in various stages of 


development ranging from grass roots 
exploration to near term production 
opportunities. Initially, we had 
planned to advance exploration 
towards building a major mine. After 
some evaluation, we determined a 
more efficient approach. We recog- 
nized that we needed to generate cash 
internally to fund our initiatives and 
to do it soon. We recognized that we 
needed to be smart and conservative 
with our development plans; we had 
to ensure they were done properly 
and at a cost we could afford. We rec- 
ognized that we had to be patient and 
execute our plan one step at a time, 
regardless of external pressures, to 
become producers on the belt as 
quickly as possible. We realized that 
our strategy for Hope Bay had to hold 
up in both a good and a poor gold 
market. That has always been our 
approach and will continue to be so 


in developing this property. 


In the beginning of 2003, we 
announced a positive independent 
feasibility study on the Doris North 
deposit on the belt. The Company is 
in the final stages of permitting a 
small high grade operation to mine, 
mill and recover approximately 
311,000 ounces of gold over a two 
year period, at estimated cash costs of 
US$109 per ounce. According to the 
study, the project is forecasted to gen- 
erate a net, pre-tax cash flow, after 
capital payback, of C$69.3 million (a 
136% rate of return) at a gold price of 
US$325 per ounce. 


Part of our work in 2004 is focusing 


on optimizing the Doris North feasi- 


bility study, taking into consideration 
changes in commodities prices and 
the addition of 30,000 ounces to the 
mine plan. We anticipate that these 
factors will not impact the economics 
of the project materially. This is in 
large part due to the conservative 
approach we have taken in preparing 
the study and the high grade nature 
of the Doris North project. 


The Doris North permitting process 
has been encouraging, thanks to the 
many agencies involved and we look 
forward to hopefully making a pro- 
duction decision on the project by 
the end of 2004. Doris North is 
important as it will be the corner- 
stone of future development on the 
belt and in turn be the foundation 
from which we build opportunities 
for our shareholders and for the 


people of Nunavut. 


Exploration on the Hope Bay belt in 
2003 resulted in a 25% increase in 
resources. While this increase is very 
positive, the work done this past year 
represents more significant success in 
that drilling has allowed us to deci- 
pher some of the geological controls 
on the mineralization in the Boston 
and Madrid areas. We now have a 
good understanding from which to 
prepare our geological models, thanks 
to the impressive efforts of our skilled 


explorationists. 


Work continues in 2004 to advance 
the Doris North project towards a 
production decision. Also in 2004, we 
will begin efforts to re-categorize the 


existing resources on Hope Bay to 


demonstrate opportunities for signifi- 
cantly extending production on the 
belt. We will initially target the 
Boston resource as we believe it offers 
the best opportunity at the lowest 
capital cost given the work completed 
to date and the underground develop- 
ment already in place. It is our belief 
that the infrastructure we plan to 
establish at Doris will be the central 
infrastructure on the belt allowing us 
to treat all new discoveries as satellite 
ore bodies reducing future capital and 


development costs. 


In this past year, Miramar also recog- 
nized an opportunity to add to our 
portfolio of gold assets by acquiring 
an option to earn up to 60% of the 
George and Goose Lake properties, 
also in Nunavut. These projects clear- 
ly fit with our Northern Strategy, and 
take full advantage of our core com- 
petencies of managing large explo- 
ration projects in greenstone gold 
belts in the Canadian North, an area 
where we have built up considerable 
exploration and operating experience 
over the past ten years. This option 
gives us the opportunity to add up to 
1.2 million ounces of gold to 
Miramar’s resource base. Further, we 
believe that there is excellent poten- 
tial to substantially increase this gold 
resource during the option earn-in 
period and to convert George and 
Goose Lake into additional produc- 


tion resources. 


However, things were not all rosy in 
2003. For a number of reasons, opera- 
tions at the Con Mine significantly 
underperformed. The decision was 


Exploration on 
the Hope Bay belt 
in 2003 resulted 
in a 25% increase 
in resources. 


made to shut down underground 
mining at the Con Mine. As difficult 
a decision as it was to cease mining 
at the Con Mine, from a business 
perspective there was just no other 
alternative. Miramar continues to 
mine from the Giant Mine and will 
do so as long as it is economically 
viable. We recognize the impact that 
closing the Con Mine will have and 
are committed to honoring our obli- 
gations to both our employees and 


the environment. 


Our balance sheet has always been a 
priority for us, and again, we ended 
the year with a strong treasury with 
$70 million in cash and no debt. We 
believe our prudent fiscal manage- 
ment will ensure we have the eco- 
nomic resources we will require to 
advance our initiatives at Hope Bay 
and George and Goose Lake. 
Although we have some residual 
hedging contracts on our books from 
years past, we plan to deliver into 
them or financially settle them by the 
end of 2004. Going forward we 
intend to be a non-hedger, and do not 
plan any hedging for any contemplat- 
ed production at Hope Bay. We have 


also put in place a $4 million pre-pro- 
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duction line for Hope Bay with a 
chartered bank. 


We are excited about the resurgence 
in the gold price and in gold equities, 
and are bullish about gold and where 
we think it is going. We know the 
path to creating value for our share- 
holders is a clear strategy and a firm 
commitment to that strategy. We have 
stayed the course, proven the merits 
of our strategy and are now poised to 
take this company to the next level 
of growth. 


The accomplishments in 2003 could 
not have been realized without the 
contributions of our team. I express 
my appreciation to the Board of 
Directors for their stewardship and 
their trust; to management for their 
creativity and leadership and to our 
employees for their commitment to 


our Company and our projects. 


I would also like to thank our share- 
holders for their continued support, 
and look forward to 2004 with the 
same commitment to our vision and 
to enhancing Miramar’s appeal as an 
investment opportunity. 


Anthony P. Walsh 
President & CEO 
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Miramar’s Vision and Mission Statement 


VISION 

Miramar Mining Corporation's vision is to maximize 
shareholder value through exploration, develooment and 
production of gold from our Arctic assets. 


MISSION 
To become a significant gold producer through the 
development of our Canadian gold assets by: 


Focusing on the Canadian North 

Developing the Hope Bay project to sustained production 
Exploring Hope Bay to reveal its full potential 

Evaluating the potential of George & Goose Lake for 
additional production opportunities 


> > PrP P 


What are Miramar’s strengths? 


Proven Skills and Core Competencies Good Government / community relations 
Geology and exploration e Developing and Strong federal and territorial contacts e A leader in 
operating mines e Maintaining financial strength precedent setting process in Nunavut e Strong 

e Strategic acquisitions support from local Inuit 

100% ownership of Hope Bay Experienced Team 

One of largest undeveloped gold resources in Northern expertise e Entrepreneurial talent 


Canada e Extensive land position e Tremendous 
‘Blue Sky’ potential e Same Archean geology that Strong Board of Directors 
has produced much of the world’s gold outside of Credible e Active e Involved e Prudent 
South Africa e High grade, low Capex development _e Entrepreneurial 
plan for near term production 
Strong Balance sheet 
Option on 60% of George and Goose Lakes Cash rich e No debt e Fiscally responsible 
Significant gold resource e Open to expansion 
e Significant exploration potential 
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In 2004, we plan to increase shareholder value by: 


* Continuing the systematic exploration of the Hope Bay belt and pursuing further 


mining opportunities 


* Successfully permitting the first gold mine in the new Territory of Nunavut 
Making a production decision on the Doris North project by the end of 2004 
* Continuing to build relationships with the various stakeholders in our projects 
* Confirming and expanding the existing resource at George & Goose Lakes 


* Maintaining a strong balance sheet 


* Maintaining health, safety and environmental compliance 


* Exiting Yellowknife in an environmentally responsible manner 


Performance Score Card 


2003 Objectives 


“Continuing the systematic exploration 
of the Hope Bay Belt” 


“Successfully permitting the first new 
mine in the Territory of Nunavut” 


“Continuing to build relationships with 
the various stakeholders in our projects” 


“Maintaining positive cash flow at 
current gold prices from our existing 
operations” 


“Finalizing the sale of the Bluefish 
Hydroelectric Power Plant” 


“Furthering reclamation initiatives at the 
Con Mine concurrently with operations” 


“Delivering on our objectives in a cost 


effective manner” 


“Maintaining our financial strength to 
allow us to deliver on our objectives” 


How did we measure up to last year’s objectives? 


2003 Accomplishments 


SN eos 


x 


Successful exploration at Hope Bay added 25% to resource base 
Drilling at Madrid resulted in expansion of mineralization at Suluk 
Doubled depth extent of Boston mineralization to 1,000 m 
Advanced regional exploration, identifying new targets 


Filed our final Environmental Impact Statement with the local 
regulatory agencies as part of the process of permitting 


Worked with local stakeholders on several fronts (KIA, NTI, etc.) 
Held information meetings in local communities 

Created local employment opportunities 

Utilized local goods and services 


Cessation of underground mining at the Con Mine when it was 
determined that positive cash flow could not be achieved 
Production continues at the Giant Mine provided it is 
economically viable 


Completed the sale of Bluefish for $10 million payable on 
December 31, 2004 

Power credits provide additional benefit through the reclamation 
period 


Ongoing arsenic remediation concurrent with operations 
throughout 2003 
Fully funded reclamation requirements with proceeds of Bluefish sale 


Maintained cost controls 

Responded to financial challenges rapidly and with hard decisions 
when required 

Option to earn up to 60% of the Back River project, potentially adding 
1.2 million ounces to our resource base at a cost of US$15 per ounce 


Completed equity financings of $62 million (net) during the year 
C$70 million in cash at year end 
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Hope Bay Project 


The Hope Bay 
belt, over 80 
kilometers long 
and up to 20 
kilometers 
wide, offers a 
broad spectrum 
of options, 
ranging from 
grass roots 
exploration 

to near term 
production. 


ipe 100% owned Hope Bay project 
represents one of the most significant 
gold discoveries in a major Archean 
greenstone gold belt in Canada in 
recent years. Major exploration pro- 
grams carried out during the past four 
years (totaling more than 140,000 
meters of drilling) have defined a 
combined resource of 5.4 million 
ounces of gold resource and advanced 
the Doris North project well into the 


permitting process. 


The Hope Bay greenstone belt 
extends over 1,000 square kilometers 
and three mineralized districts have 
been identified to date: Boston, Doris 
and Madrid, each of which is host to 
several gold deposits. Numerous other 
exploration targets remain to be test- 
ed on the Hope Bay belt in a variety 
of geologic settings. 


The results of a feasibility study for 
the development of the high grade 
Doris North deposit were released in 
January 2003. The development of 
the Doris North deposit offers the 
potential for high-return, low risk 
gold production on an accelerated 
basis. Further, the development of a 
relatively small scale operation at 
Hope Bay could allow expedited pro- 
duction at a capital cost within reach 
of the Company’s current financial 
resources, and will generate significant 
cash flow at current gold prices to 
enable the Company to continue the 
exploration and development of the 
Hope Bay belt. 


How will Hope Bay translate into 
Shareholder value? 

The range of opportunities at Hope 
Bay is immense. The Hope Bay belt, 
over 80 kilometers long and up to 20 
kilometers wide offers a broad spec- 
trum of options, ranging from grass 
roots exploration to near term pro- 
duction. The diverse geology has per- 
mitted the formation of a number of 
different styles of gold deposit: from 
the very high grade Doris deposit, to 
the vertically extensive Boston and 
the pervasive, widespread mineraliza- 
tion found in the Madrid area. 


The resource on the belt as calculated 
at the end of 2003 and represents a 
25% increase over those reported a 


year ago. 


While the resource increase at Hope 
Bay in 2003 is impressive, likely the 
most significant event at Hope Bay 
was the deciphering of the geologic 
controls on mineralization in a num- 
ber of areas. The recognition of these 
controls, following exhaustive compi- 
lation and interpretive efforts by 
Miramar’s skilled explorationists, 
offers great promise for the future as 
these controls are exploited and new 


discoveries made. 


Over the coming year, Miramar aims 
to continue its two-pronged strategy 
of advancing the Doris North area 
through the permitting process to a 
production decision, while continuing 
its exploration efforts on the remain- 
der of the belt with the objective of 
building the critical mass required to 


extend the operating life, and poten- 


tially expanding the production level 
significantly. To achieve the latter, 
the Company intends to focus its 
exploration efforts on upgrading the 
confidence level of the currently 
known resources, expanding the 
known deposits and making entirely 
new discoveries. 


We strongly believe that it is this 
combination of mine development 
and aggressive exploration that will 
maximize the value of the Hope Bay 
belt to our shareholders. 


Summary of Hope Bay Project 
Mineral Resource Estimates to 
(Includes Mineral Reserves at Doris 


Category/Deposit 


Measured & Indicated Resources 
Boston 

Doris 

Madrid 

Sub-total Measured & 


Indicated Resources 


Additional Inferred Resources*: 
Boston 

Doris 

Madrid 

Sub-total Additional 


Inferred Resources* 
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Doris North Resource 
Doris Central Resource 


Madrid Resource 


Hope Bay Project 


[| Granitoid Rocks 


Oo Sedimentary Rocks 
Intermediate to Felsic 
f Metavolcanics 
Ty] Ultramafic to Mafic 
Metavolcanics 


& Deformation Zone 


kilometres Oo Ocean and Major Lakes 


O Resource 


Boston Resource 


December 31, 2003 
North) 


Gold Contained 
Tonnes Grade Gold 

(000’s) (g/t) (000’s oz) 
1,387 15.4 687 
763 239 586 
3,606 4.9 565 
5,756 9.9 1,838 
2,574 10.9 901 
1,675 14.7 795 
11,921 4.9 1,886 
16,170 6.9 3,582 


*Inferred resources are in addition to measured and indicated resources. 
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George and Goose Lake Projects 


Efforts to 
confirm and 
expand the 
existing 
resources will 
initially be 
focused on 
Goose Lake 


In late 2003, Miramar was able to 
seize a unique opportunity to acquire a 
significant gold resource in Nunavut on 
which we can take full advantage of 
our core strengths. The transaction was 
completed in February 2004, when 
Miramar finalized an agreement pro- 
viding an option to earn a 60% interest 
in the George and Goose Lake projects 
in exchange for expenditures of 
Cdn$25 million over a 30 month peri- 
od. This transaction provides Miramar 
with a second potential gold develop- 
ment area that offers important syner- 
gies with Miramar’s management and 
logistical infrastructure being devel- 
oped for the nearby Hope Bay project. 


The Back River Project, which 
includes the George and Goose Lake 
deposits, encompasses approximately 
390 square kilometers of mineral 
rights located approximately 165 kilo- 
meters south of Miramar’s Hope Bay 
project. Since the discovery of gold at 
George Lake in the early 1980's, more 
than 165,000 meters of drilling has 
defined a resource of approximately 
two million ounces of gold. 


Gold mineralization is contained in 


banded iron formations that are analo- 


gous to Kinross’ Lupin Mine, which 
has produced more than three million 
ounces of gold to date. 


Of particular interest is the Goose 
Lake deposit, where drilling since 
2000 has identified a near surface 
anticlinal fold where gold mineraliza- 
tion appears to be significantly thick- 
ened and enriched. In addition, the 
George Lake deposit contains a signif- 
icant resource that is open to expan- 
sion, but this remains a secondary 
objective and there are numerous 
other mineral occurrences on the 
properties where some 35 known gold 
occurrences are contained within the 
estimated 210 kilometers of folded 


iron formation. 


How will George and Goose Lake 
translate into Shareholder value? 
Miramar’s objective in optioning the 
Back River project is to assess the 
potential of the existing deposits to 
support a development decision in the 
next few years. Efforts to confirm and 
expand the existing resources will ini- 
tially be focused on Goose Lake, which 
has very attractive grades and thick- 
nesses, and later expand to George 
Lake and the remaining properties. 


Goose Lake / George Lake - Mineral Resource Estimates 


Deposit Indicated Additional Inferred 
Tonnes Grade* Ounces Tonnes Grade* Ounces 
(g/t) (g/t) 
George Lake 2,620,000 9.9 836,000 1,289,000 10.1 419,000 
Goose Lake 1,750,000 9.6 540,000 595,000 3:5 182,000 
Total 4,370,000 9.8 1,376,000 1,884,000 9.9 601,000 


*High Grade Assays cut to 34.29 g/t. 


Goose Lake resources estimated by WGM 2002 — 


George Lake resources estimated by AMEC (formerly MRDI) July, 1998. 
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Environmental Policy 


M iramar’s Environmental Policy, adopted by the Board of Directors is fundamental to how we 
operate as a company. Miramar takes very seriously its responsibility to act as a steward of the 


environment. Therefore, Miramar will strive to: 


4 Conduct all operations in an environmentally 
sound manner which ensures compliance with all 
applicable national and local regulations 


a Assign accountability and responsibility for 
implementation of the environmental policy and 
make environmental performance an important 
factor in the management review process 


a Provide adequate resources, personnel and 
training so that all employees are aware of and 
able to carry out their responsibilities in 
accordance with the environmental policy 


a Communicate openly with employees, regulatory 
agencies and the public on environmental issues 
and address concerns pertaining to potential hazards and impacts 


a Work in cooperation with industry, the public and government toward the development of 
responsible environmental policies, laws, and regulations 


a In locations where environmental regulations are absent, apply the best management 
practices to achieve environmental protection consistent with industry standards 


a Implement operating practices which incorporate the efficient use of energy and materials 
and minimizes the use and production of hazardous substances 


a Establish and maintain appropriate emergency response plans for all activities and facilities 


a Maintain a self-monitoring program at each facility to ensure compliance 


4 Conduct periodic environmental assessments at all Miramar facilities and develop and 
implement action plans to correct potential deficiencies in a timely manner 


a Encourage all employees to report to management any known or suspected departure from 
this policy or related procedures 
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Statement of Corporate Governance 


Responding to TSX Guidelines 


“I. The board should explicitly assume responsibility for the 
stewardship of the corporation and specifically for a) the adop- 
tion of a strategic planning process; b) the identification-of the 
principal risks of the corporation’s business and ensuring the 
implementation of appropriate systems to manage these risks; 
c) succession planning, including appointing, training and mon- 
itoring senior management; d) a communications polity for the 
corporation; e) the integrity of the corporations internal control 


and management information systems.” 


1) The Board, through its mandate, is responsible for 
the stewardship of the Corporation and final 
accountability for the governance and management 
of the Corporation’s affairs. The Board works with 
and monitors the performance of management on an 
ongoing basis. 

la) The Board is actively involved in discussing, estab- 

lishing and approving the Corporation’s strategic 

goals and the implementation of the required cours- 
es of action. Typically, the Board refers significant 
strategic matters to the appropriate committee to 
ensure that any proposed initiative is consistent with 


the Corporation’s stated goals. 


1b) The Audit and Risk Management Committee of the 
Board is responsible for reviewing and implementing 
internal control systems, thereby assisting the Board 
in identifying and monitoring the risks to the busi- 
ness of the Corporation. 
lc) The Board takes responsibility for appointing and 
monitoring senior management through both the 
Corporate Governance and Human Resources 
Committees. The Board encourages management’s 
participation in appropriate professional and person- 
al development activities and supports manage- 
commitment to the and 


ment’s training 


development of all employees. 


1d) The Corporation endeavours to keep its shareholders 
informed with a comprehensive annual report and 


interim quarterly statements. The Corporation also 


maintains a website which provides summary infor- 
mation on the Corporation as well as press releases 
and regulatory filings. The Corporation has a dedicat- 
ed investor relations person to deal with shareholder 
and analyst enquiries, or when appropriate, refer such 
enquiries to a member of senior management. 
le) The Board, through its Audit and Risk Management 
Committee, together with the management of the 
Corporation, is responsible for the design and imple- 
mentation of the Corporation’s internal control and 
management information systems. The Audit and 
Risk Management Committee, on behalf of the 
Board, also monitors the integrity of the internal 


controls and management information systems. 


“2. The Board should be constituted with a majority of indi- 
viduals who qualify as “unrelated” directors, and the Board 
should disclose if the Corporation has a significant sharehold- 
er and how the Board reflects the interests of the shareholders 
other than the significant shareholder.” 


2) The Board is composed of ten directors; eight are 
unrelated and independent of management in accor- 
dance with the definitions of unrelated as provided 
by the Toronto Stock Exchange. 


“3. The Board should disclose whether the Board has a 
majority of unrelated directors with an analysis of how this 


conclusion was reached.” 


3) Mr. Anthony Walsh, the President and Chief 
Executive Officer of the Company, and Mr. David 
Fennell, the Executive Vice-Chairman of the 
Company, are members of the Board. All other direc- 
tors of the Corporation are considered by the board 
to be independent of management and free of any 
interest or other business relationships that may 
interfere with the director’s ability to act in the best 
interests of the Company. 


“4. The Board should appoint a committee of directors com- 
posed exclusively of outside (i.e. non-management) directors, a 
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majority of whom are unrelated with the responsibility for pro- 
posing to the full Board new nominees to the Board and for 


reports and regulatory filings such as the Annual 
Information Form and proxy circulars. In addition, 
assessing directors on an ongoing basis.” new directors have full briefing sessions from senior 
management on a frequent basis. 
4) The full Board of the Corporation is responsible for 
determining the competencies, skills and personal “7. The Board should examine its size with a view to facilitate 
qualities it should seek in a new Board member, in more effective decision-making.” 
light of the opportunities and risks facing the 


Corporation. Within this framework, the Corporate 7) The Board of Directors examines its size as well as its 


Governance and Nominating Committee, composed 
of three unrelated directors, is responsible for recom- 
mending prospective Board members to fill vacancies 
on the Board. The Corporate Governance Committee, 
according to its mandate has designed and imple- 
mented a formal process for evaluating and assessing 


individual director performance on a regular basis. 


composition regularly to ensure that it facilitates 
effective decision making. This is done as an integral 
part of the annual evaluation of the Board’s per- 
formance and effectiveness. During the year ended 
December 2003, acting on the recommendation of 
the Board, the Corporate Governance and 
Nominating Committee identified and successfully 


recruited a new Board member who is qualified as a 


“5. The Board should implement a process for assessing the “financial expert” as defined by the American Stock 
Exchange and the recently enacted Sarbanes Oxley 
legislation in the United States. The Board believes 


that the current number of Directors, the experience 


effectiveness of the Board as a whole, the committees of the 
Board and the contribution of individual directors.” 

5) The Corporate Governance and Nominating they bring to the Board and the current composition 
Committee, according to its written mandate, is of the Board, are appropriate for the Board to per- 
responsible for assessing the performance and effec- form its duties and responsibilities effectively. 
tiveness of the Board as a whole and of committees 
of the Board. During the year ended December 31, 


2003, the Corporate Governance and Nominating 


“8. The Board should review the adequacy and form of the 
compensation of directors to ensure the responsibilities and 
Committee developed and implemented a formal _ risks involved in being an effective director are reflected.” 
process to evaluate the performance and effective- 


ness of the board on an annual basis. The Corporate 8) The Human Resources Committee reviews annually 


Governance and Nominating Committee has also 
drafted a formal process for evaluating the perform- 
ance and effectiveness for Committees of the Board, 
as well as individual Board members. These reviews 


will be conducted on a regular basis. 


the adequacy and form of compensation for 
Directors. The committee examines the compensa- 
tion with reference to industry standards for compa- 
nies of a similar size and nature. In its current review, 
the Committee agreed that in most respects, Board 


compensation was adequate. In the case of 

“6. The Board should provide an orientation and education Committee Chairs, fees were adjusted upwards to be 

program for new directors.” bought in line with those paid by other companies of 
a similar size and nature. 

6) New directors are provided with substantial back- 

ground materials upon joining the Board. This mate- “9. Board Committees should generally be composed of out- 

rial includes, among other things, information about _ side (i.e. non-management) directors, a majority of whom are 


the Corporation such as past annual and quarterly unrelated.” 
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Statement of Corporate Governance 
Responding to TSX Guidelines 


9) There are five standing committees of the Board: the 12) 
Executive Committee, the Human Resources 
Committee, the Audit and Risk Management 
Committee, the Corporate Governance and 
Nominating Committee and the Safety and 
Environmental Committee. All of the committees 
are made up of outside and unrelated directors with 
the exception of the Executive Committee which 
consists of two outside and unrelated directors and 


two management directors. 


“10. The Board should appoint a Committee responsible for 


The Board operates independently of management. 
The Corporation’s policy is that a majority of mem- 
bers of the Board be “unrelated” according to the def- 
inition established by the Toronto Stock Exchange. 
Furthermore, the Corporation’s policy is to maintain 
a non-executive Chairman of the Board to ensure 
that the Board of Directors can function independ- 
ently of management. The current Chairman, 
Anthony J. Petrina, is an outside and unrelated direc- 
tor. Also, the Board is provided with an opportunity 


to meet “in camera” at every Board meeting. 


developing the Corporation's approach to governance issues “13. The Audit Committee of the Board should be composed 


and these guidelines.” only of 


outside directors and its roles and responsibilities should 


be specifically defined.” 


10) The Corporate Governance and Nominating 
Committee has responsibility for developing and 13) 
monitoring the Corporation’s approach to corporate 
governance issues and for responding to the TSX’s 
best practices guidelines. The responsibilities of the 
Corporate Governance and Nominating Committee 
are set out in a written mandate which is posted on 


the Corporation’s website. 


“11. The Board should: a) develop position descriptions for the 
Board and for the CEO, involving the definition of the limits to 
management's responsibilities, b) develop the corporate objec- 
tives which the CEO is responsible for meeting.” 


11) The Board of Directors operates according to its own 
corporate mandate. The Board is assessed annually in 
light of this mandate. The Board, through its Human 


Resources Commnittee, defines the limit to manage- 


The Audit and Risk Management Committee consists 
of four outside and unrelated directors. The Audit 
and Risk Management Committee along with man- 
agement and the external auditors is responsible for 
the financial reporting of the Corporation. The Audit 
and Risk Management Committee implements and 
reviews internal systems thereby assisting the Board 
in identifying and monitoring the risks to the business 
of the Corporation. Further, the Audit and Risk 
Management Committee is charged with the initial 
responsibility of determining that the financial and 
budget goals of the Corporation are met by manage- 
ment and, where these goals have not been met by 
management, reporting back to the Board on the 
progress and the level of achievement of manage- 


ment versus the pre-determined budget levels. 


ment’s responsibilities and establishes goals for “14. The Board should implement a system which enables 


members of senior management. Individual perform- individual director to engage outside advisers at the expense of 


ance of senior management is conducted by the _ the corporation in appropriate circumstances.” 


committee within the framework of these goals, and 
annual salary and bonus considerations are recom- 14) 
mended based on these reviews. The Chief 
Executive Officer of the Corporation participates in 


the review process of other senior managers. 


“12. The Board should have in place appropriate structures 
and procedures to ensure that the Board can function inde- 
pendently of management.” 


The mandates of the Board and of its committees 
have incorporated a formal policy for permitting 
directors to retain outside advisors at the Company’s 
expense. Any of these services must be approved by 


the Board. 


Mineral 
as of December 31, 2003 


Mineral Reserves Tonnes 
(000s) 
Giant Mine (100%) 
Proven 20 
Probable 116 
Hope Bay (100%) 
Probable 458 
The Corporation's Total Proven 
& Probable Mineral Reserves 594 
Mineral Resources Tonnes 
in Addition to Reserves (000s) 
Giant Mine (100%) 
Supercrest 
Measured 68 
Indicated 240 
Hope Bay (100%) 
Boston 
Measured 232 
Indicated 1,155 
Inferred 2,574 
Doris 
Indicated* 305 
Inferred 1,675 
Madrid 
Indicated 3,606 
Inferred 11,921 
The Corporation’s Total Measured 
and Indicated Mineral Resources 5,606 
The Corporation’s Total 
Inferred Mineral Resource 16,170 


Notes: 
*Numbers may not add due to rounding 
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Reserves and Resources Table 


Grade Contained Contained 
g/t kg oz (000s) 
13.7 270 9 
11.7 1,358 44 
22.0 10,073 324 
19.7 11,701 376 
Grade Contained Contained 
' g/t kg oz (000s) 
9.3 631 20 
6.6 1,594 51 
16.3 3,782 121 
15.2 17,604 566 
10.9 28,024 901 
27.8 8,508 262 
14e7, 24,725 795 
0 
4.9 17,669 565 
4.9 58,413 1,886 
8.9 49,788 1,586 
6.9 111,162 3,582 


* Probable reserve for Doris north has been removed from the Indicated Resource 
*Giant reserves are calculated at a gold price of US$388 per ounce 
*Doris North Reserves are calculated at a gold price of US$ 325 per ounce 


Miramar's 2004 Mineral Reserve and Resource statement for the Giant Mine and the 
Hope Bay Project is based on the reporting requirements of National Instrument 43-101 
and the Canadian Institute of Mining and Metallurgy classification system, incorporating 
economics and confidence level in reporting information. Mineralization at Giant Mine is 
classified as a reserve only if it is in the current mine plan as of December 31, 2003. 
Mineralization at the Giant Mine that is unsupported by a mine plan is classified as a min- 
eral resource. Reserves in the current mine plan incorporate historic mining and milling 
costs and gold recovery assumptions. Reserves reflect economics of using a gold price 
of US$388 per ounce at the Giant Mine. The Doris North reserve included in the com- 
pleted Feasibility Study calculated reserves as a gold price of US$325 per ounce. 


Qualified persons responsible for the reserve and resource estimates include John 
Wakeford, P. Geo., Exploration Manager and George Friesen, PR Eng., Giant Mine. All 
Hope Bay resource and reserve estimates have been prepared by the Miramar Hope Bay 


Limited staff and reviewed by John Wakeford. Resource estimates for the Boston and 
Doris deposits have not changed since yearend 2002. Resource estimation models for 
the Madrid area were estimated utilizing three dimensional block model methods, 
except for the South Suluk and South Patch 14 areas, which were estimated utilizing a 
two dimensional polygonal approach. The estimates for the Madrid area (except South 
Patch 14) were reviewed by Roscoe Postle Associates Inc. in 2003-4, while those for 
Doris Central and Boston were audited by independent resource consultant Geostat 
Systems Inc. of Montreal in 2001. The resource estimates for Doris Hinge, Doris North 
and South Patch were audited by independent resource consultant SRK Engineering of 
Toronto in 2002. 


The reserves and resources in this table are not materially affected by any known envi- 
ronmental, permitting, legal, title, taxation or any other relevant issues. Mineral 
resources that are not mineral reserves do not have demonstrated economic viability. 
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OVERVIEW 


The Company's mining and exploration assets are all gold assets in Canada’s 
North. They include the Hope Bay belt in Nunavut, an option on the George 
and Goose Lake projects in Nunavut and the Giant Mine in Yellowknife in the 
Northwest Territories. The Company has built up considerable experience in 
operations, exploration and logistics in the North as this is where the 


Company has focused its activities. 


2003 Highlights 
** Successful exploration activity at Hope Bay resulting in a 25% increase 

in resources. 

* Drilling at Madrid resulted in expansion of the mineralization at Suluk. 

** Deep drilling at Boston resulted in a high-grade intercept well below 
previous defined resources. 

“ Completion of an agreement on an option to earn 60% of the George 
and Goose Lake projects. 

** Equity financings of $62 million (net) completed during the year. 

** Mining terminated at the Con Mine in November as result of continued 
poor mining performance. 

** Production of 84,269 ounces of gold at cash costs of US$368 per 
ounce. 

“* Consolidated net loss of $17.6 million, $0.13 per share. Excluding 
write down, closure and severance costs for Con Mine and gain related 
to future income taxes, the net loss was $10.5 million, $0.08 per share. 


During 2003, the major focus of the Company continued to be the advance- 
ment of the Hope Bay project through exploration drilling programs and the 
completion of a feasibility study for the development of the Doris North 
deposit. The feasibility study demonstrated positive economics for a small-scale 
operation on this high-grade deposit. Throughout the year, the Company 
worked to advance the Doris North project through the permitting process. The 
permitting process in Nunavut is directed by the Nunavut Impact Review Board 
(“NIRB’). A draft Environmental Impact Study (“EIS”) was submitted to NIRB 
during the first quarter. During the third and fourth quarters the Company 
received comments from NIRB which were incorporated into a final EIS and 
submitted in December. NIRB has scheduled public hearings for June 2004 
and the Company continues to anticipate that the Doris North Mine could start 


operations in the fourth quarter of 2005. 


Highlights of exploration activities at Hope Bay included a number of inter- 
cepts from the Madrid area that resulted in expansion of the mineralization in 
the Suluk deposit at strike and to depth as well as the discovery of lenses to the 
south. These results, combined with new geologic models for the balance of the 
Madrid area resulted in the definition of a lower grade, bulk tonnage resource 
at Madrid. Further, exploration activities at Boston resulted in a significant 
intercept (9.0 meters grading 54.7 g/t) which was encountered at approxi- 


mately 1,000 meters below surface, well below previously defined resources. 


In Yellowknife, operations significantly underperformed forecast gold produc- 


tion due to ore losses, lower than expected grade and reduced recoveries for 


both free milling and refractory ores at the Con Mine. After a detailed review 
of the mine’s performance it was determined that continuing operations at the 
Con Mine could not achieve the Company's stated goal of generating positive 
free cash flow. As a result, underground mining activities at the Con Mine were 
terminated at the end of November. The termination of mining at the Con Mine 
resulted in the lay-off of approximately 200 employees. Mining operations are 
expected to continue at Giant Mine with ore processed at the Con Mine mill 
facility. The completion of the sale of the Bluefish hydroelectric facility in April 
has provided the required funding for bonding requirements and future recla- 


mation of the site. 


EARNINGS AND CASH FLOW 


For the twelve months ended December 31, 2003, the net loss was $17.6 mil- 
lion or $0.13 per share. Excluding write down ($7.8 million), closure and sev- 
erance ($5.0 million) and the gain related to future income taxes ($5.7 
million), the net loss was $10.5 million or $0.08 per share. This compares with 
net earnings of $0.6 million or $0.01 per share for the same period in 2002. 
The loss resulted from significant underperformance of gold production from 
the Yellowknife operations during the year. Gold production decreased in 
2003 by 27% or 30,865 ounces resulting in $14.2 million lower sales rev- 
enue. Higher gold prices partially offset the decrease in production: the aver- 
age gold sales price in 2003 was CAD$505 per ounce compared to 
CAD$461 per ounce in 2002, a $44 per ounce or 9% increase, contributing 


$3.7 million in additional sales revenue. 


Selected Financial Data 


The following table summarizes total revenues and income (loss) over the last 


three fiscal years. 


2003 2002 2001 
Total Revenue $ 46,877 $ 54,067 $ 55,821 
Income (Loss) $ (17,555) $ 604 $ (5,899) 
Per Share See (ONG) eb 0.01 $ (0.10) 


The following tables summarize total revenue and income (loss) over the last 


eight fiscal quarters. 


2003 
Ql Q2 Q3 Q4 
Total Revenue $ 15,677 $ 9,782 $ 11,905 $e P53 
Income (Loss)  $ A4 $ (7,441) $ (5,688) $ (4,470) 
Per Share $ 0.00 $ (0.06) $ (0.04) $ (0.03) 
2002 
Ql Q2 Q3 Q4 
Total Revenue $ 14,835 $ 12,593 $ 15,096 $7 1543 
Income (Loss)  $ 565 Se So7 $ 1,206 $ (3,554) 
Per Share $ 0.00 SOLOS) 0.01 $ (0.03) 


Free cash flow in 2003 was an outflow of $15.7 million compared to inflow 


of free cash of $1.4 million for the same period in 2002. “Free cash” flow from 


operations is a non-GAAP measure of financial performance which the 
Company uses to measure the net cash generated or used by its gold mining 
operations, and is derived by subtracting cash invested in mine capital and 
development at the Company’s operating mines from cash from operations as 


shown in the following table. 


2003 2002 
Cash from operations 
(Includes corporate general and administration) (12,022) 8,025 
Less: mine capital and development (3,674) (6,669) 
Net free cash flow from gold operations (15,696) 1,356 


OPERATIONS OVERVIEW 


Revenue 

For the twelve months ended December 31, 2003, the Company produced 
84,269 ounces of gold compared to 115,134 ounces in 2002. Revenue from 
gold sales was $42.6 million compared to $53.1 million in 2002. Included in 
revenue in 2002 was an unrealized loss of $2.2 million on gold spot deferred 


contracts and call options which reversed in 2003. 


2003 2002 
Gold $ 40,387 $ 55,287 
Effects of hedging 2,165 (2,165) 
Total gold sales 42,552 Bay 22 
Interest and other income 4,325 945 
Revenue $ 46,877 $ 54,067 


During 2003, the Company realized US$352 per ounce of gold sold com- 
pared to US$293 per ounce realized in 2002. The average price for gold in 
the spot market was US$364 per ounce in 2003. In Canadian dollar terms, 
the realized price per ounce was $505 in 2003 as compared to $511 per 
ounce on the spot market and $461 in the same period of 2002. Other income 
was $4.3 million in 2003 compared to $0.9 million in the same period of 
2002. Other income includes interest earned on short-term cash investments 
and included in 2003 was the realization of a portion of the gain on the power 
credits which were received as part of the sale of the Bluefish hydroelectric 


facility as described in note 4 of the consolidated financial statements. 


Mining Operations 

The Yellowknife mining operations, consisting of the Con and Giant mines, fell 
significantly short of production targets with shipments of 84,269 ounces at 
cash costs of US$380 per ounce during 2003. For the corresponding period 
in 2002, operations produced and shipped 115,134 ounces at a cash cost of 
US$246 per ounce. 
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Yellowknife Operations 2003 2002 
Giant - Refractory 
Tons of ore processed 73,508 71,536 
Average grade (ounce per ton) 0.353 0.379 
Average recovery rate (%) 85.28 88.07 
Ounces of gold recovered 22,103 23,899 
Con - Free Milling 
Tons of ore processed 137,109 203,029 
Average grade (ounce per ton) 0.360 0.405 
Average recovery rate (%) 90.46 92.2) 
Ounces of gold recovered 44,687 75,799 
Con - Refractory 
Tons of ore processed 56,645 76,609 
Average grade (ounce per ton) 0.255 0.297 
Average recovery rate (%) 83.01 86.59 
Ounces of gold recovered 12,013 19,714 
Arsenic tailings 
Tons of tailings processed 11,904 5,307 
Ounces of gold recovered 3,300 2,524 
Total ounces of gold recovered 82,102 121,935 
Total ounces of gold shipped 84,269 115,134 
Production Cost per Ounce Shipped $US 
Direct mining expense* $ 367. $ 257 
Deferred mining expense (net) (7) (2) 
Work-in-progress inventory and other 8 (9) 
Cash operating cost $ 368 = $ 246 
Depreciation 24 14 
Reclamation and mine closure 11 7 
Other** (1) 6 
Total production cost $ 402. $ 273 


* Excludes the non-cash charge for “free” power as described below in Operating Costs 
which is offset by a gain of equal value in Other Income. 


** Excludes write down of assets and severance and closure costs. 


Due to continued poor performance at the Con Mine, management determined 
that operations could not achieve positive cash generation. As a result, opera- 
tions were terminated at the end of November 2003. Ongoing operations will 
focus on mining and processing of Giant mine ores. For the year, production 
from the Giant Mine was as planned. Total tons mined were 73,508 tons grad- 
ing 0.353 opt or 94% of plan. The minor shortfall in tonnage was attributed to 
redirecting activities to developing ore from C-Shaft third level for 2004 pro- 
cessing. As discussed both Con free milling and refractory production were well 
below expectations. Free mill tons mined and processed were 137,109 tons 
grading 0.360 opt or only 80% of plan. This primarily resulted from significant 
losses within remaining remnant areas and termination of mining in November. 
Con refractory also under performed, producing only 56,645 tons grading 
0.255 opt or 55% of plan. This significant shortfall resulted from the decision to 
abandon mining in 2900 north and from ore losses within the AW trend. 


The significant increase in direct mining expenses per ounce of gold shipped 
in 2003 compared to 2002 is due primarily to the significant shortfall in recov- 
ered ounces. Total Con Mine operating costs were higher than in the previous 
period; however, the production shortfall was more significant as the ton and 
ounce return for mining dollars spent was adversely impacted by lower pro- 
ductivity for both free milling and refractory ores. Operating costs were also 


impacted by higher labour benefit costs as provided for in the new collective 
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agreements signed in 2002. The increase in deferred mining expenses result- 
ed from lower produced ounces from the Con Mine to amortize deferred 
development costs against. Total dollars deferred in the periods were similar, 
reflecting similar development activities. The increase in work-in-progress 
inventory per ounce over 2002 is the result of the build up of Con and Giant 
refractory ores stockpiled during shutdown for which costs were deferred until 
consumed in 2003. Depreciation costs decreased year over year, but 
increased on a cost per ounce basis due to significantly lower units of pro- 
duction. Reclamation and mine closure costs includes an adjustment of $0.5m 


as a result of the revised mine operating plan. 


Operating Costs 

The cost of sales in 2003 was $45.9 million compared to $41.3 million in 2002. 
The increased cost of sales was the result of: (1) a non-cash charge of $2.7 mil- 
lion for the realization of a portion of the gain on “free power” received as part 
of the sale of the Bluefish hydroelectric facility as described in note 4 of the 2003 
consolidated financial statements. This charge is offset by a gain on the transac- 
tion recorded in other income for the same amount; (2) consumption of work-in- 
progress inventory which was built up in 2002 for which costs were deferred 
until consumed in 2003, and (3) offset by decreased labour costs as a result of 
workforce reduction in the third and fourth quarters. General and administrative 
expenses in 2003 were $4.2 million compared to $3.3 million in 2002; of note 
were higher listing fees resulting from listing on the American Stock Exchange 
and higher investor relations expenditures. Depreciation and depletion expense 
in 2003 was $4.5 million compared to $6.4 million in 2002 as a result of the 
write down of Con Mine assets in the second quarter. Reclamation expense in 
2003 was $1.7 million compared to $1.9 million in 2002. As a result of the 
decision to terminate underground mining at Con Mine, the Company recorded 
a write down on Con Mine assets totaling $7.8 million during the year and 


incurred closure costs and severance costs of $5.0 million. 


Exploration Activities 

The prime focus for the Company continues to be the Hope Bay project. The 
Company is committed to a two-pronged strategy to both explore the project 
and to advance a portion of the project to a production decision. Exploration 
programs carried out in 2003 at Hope Bay consisted of two major compo- 
nents: 29,467 meters of core drilling in the Madrid area and 8,850 meters of 
core drilling targeting the deep potential below at the Boston deposit. Ongoing 
regional exploration continued the search for new discoveries and included 


4,296 meters of reverse circulation drilling. 


Exploration programs began in mid-February with the commencement of 
drilling at Madrid. The program was successful in expanding mineralization 
at Suluk along strike and to depth. The positive results at Suluk led the 
Company to examine the potential for a higher tonnage bulk mining scenario. 
These results at Suluk coupled with the re-evaluation of Naartok resulted in an 


80% increase in total resources at Madrid. 


The deep drilling program at Boston was initiated in mid-March and contin- 
ued into the third quarter. It successfully demonstrated the depth potential of 


the Boston mineralizing system: all holes intersected significant sections of 


alteration similar to those as seen at shallower depths and all holes encoun- 
tered gold values, suggesting the potential for additional resources. Overall 
the program successfully expanded the favourable alteration to depths of 
almost 1,400 meters, well below any previous results, over a strike length of 
up to 750m. The Boston deposit currently has an indicated resource of 
687,000 oz at a grade of 15.5g/t and an inferred resource of 901,000 oz at 
a grade of 10.9g/t which are largely above the 500 meter level. During the 
third quarter, work commenced on a master hole which was expected to pro- 
vide a drill platform for continued deeper drilling for a series of step-out holes 
to be wedged off the master hole. Technical difficulties forced a suspension of 
drilling from the master hole at the end of the 2003 season. This program is 
being re-evaluated and is proposed to be re-initiated in 2004. 


Permitting continued throughout the period with completion of the review of the 
draft EIS by NIRB, consultations with the Department of Fisheries & Oceans on 
fisheries compensation requirements, and issuance of an EIS deficiency letter by 
NIRB in July. This letter provided the comments necessary to enable the Company 
to complete the final EIS which was submitted to NIRB in December. No parties 
have asserted that the Doris North Mine should not be permitted to proceed. The 
Company will need to address the technical concerns of NIRB and other parties 
in order to obtain construction and operation permits. The Company continues 
to forecast start-up of the mine in the fourth quarter of 2005. During 2003, engi- 
neering activities were completed to support the EIS process and to allow for final 
design criteria development, such as the tailings impoundment design, addition- 


al cyanide destruction work and transportation studies. 


Capital Programs 

During fiscal 2003, the Company had capital expenditures of $20.9 million 
for exploration and project activities at Hope Bay compared to expenditures 
of $73.8 million for the acquisition of Hope Bay Gold and exploration and 
project activities at Hope Bay in 2002. Additionally, the Company incurred 
$3.7 million on mine capital and development at the Yellowknife operations. 
This compares with capital expenditures of $6.7 million for mine capital and 


development at Yellowknife in the same period of 2002. 


CRITICAL ACCOUNTING POLICIES 


The preparation of the Company's consolidated financial statements requires 
management to make estimates and assumptions. These estimates and 
assumptions affect the reported amounts of assets and liabilities, the disclosure 
of contingent assets and liabilities as well as the reported expenses during the 
reporting period. The most critical accounting policies upon which the 
Company depends are those requiring estimates of gold reserves and 
resources and future recoverable gold ounces and assumptions of future gold 
prices. Such estimates and assumptions affect the determination of the poten- 
tial impairment of long-lived assets as well as value of product inventory and 
the rate in which depreciation and amortization are charged to earnings. In 
addition, management estimates costs associated with reclamation and closure 
of mining properties described above. Management re-evaluates its estimates 
and assumptions on an ongoing basis; however, due to the nature of estimates, 


actual amounts could differ. 


Accounting for Exploration and Development Cost 

Exploration expenditures related to mineral properties are deferred only if it is 
probable that these costs will be recovered from future operations. The carry- 
ing values of the mineral properties are assessed at balance sheet date to 
determine whether any persuasive evidence exists that the properties may be 
permanently impaired. The Company's progress in its development activities 
towards its planned operations is a key factor to be considered as part of the 
ongoing assessment of the recoverability of the carrying amount of capital 
assets and deferred development and pre-operating costs. If there is persua- 
sive evidence of impairment, the asset is written down to its estimated net 
recoverable value. Deferred exploration expenditures for the Hope Bay group 
of properties totals $128.0 million at December 31, 2003 and $108.0 million 


at December 31, 2002 (see note 7 of the consolidated financial statements). 


FINANCING AND LIQUIDITY 


At December 31, 2003, the Company had consolidated working capital of 
$69.0 million compared to $41.4 million at the end of 2002. Of the $69.0 
million working capital, $69.9 million was cash and cash equivalents com- 
pared to $39.8 million in 2002. In addition to working capital, at December 
31, 2003 the Company had $6.3 million in cash collateral deposits for recla- 
mation bonds, unchanged from December 31, 2002 and $9.6 million in notes 
receivable from a transaction completed in the second quarter of 2003 for the 


sale of the Company's Bluefish hydroelectric power plant (described below). 


On April 4, 2003, the Company's subsidiary completed the sale of the Bluefish 
hydroelectric power plant to the Northwest Territories Power Corporation 
(“Power Corporation”) in consideration for a promissory note in the principal 
amount of $10 million due on December 31, 2004. In addition, until 
December 31, 2004, the Power Corporation will continue to supply power 
equal to the historic generation profile of Bluefish to Con Mine, free of charge; 
and, for the five year period 2005-2009, the Power Corporation will provide 
power to the Con Mine, free of charge, up to an annual rate of 5 million kilo- 
watts and 1,500 KVA of monthly demand. 


Bluefish is a 7.0 mega volt-ampere hydroelectric power generating facility, 
located 25 miles northwest of Yellowknife, which supplies power for use by the 
Con Mine. As part of the arrangement to sell Bluefish, the Company granted 
an indemnity to NERCO Minerals Company (“NERCO”), the previous owners 
of the Con Mine, in which the Company agreed to hold NERCO harmless 
against any future third party claims that relate to environmental conditions of 
the Con Mine. The Company granted the indemnification in order to allow 
NERCO to release a security interest for a similar guarantee provided to it by 
Red Lion Management Ltd. (“Red Lion”) in connection with the acquisition of 
the Con Mine. Red Lion held a security interest in all the assets of the Con 
Mine, including the Bluefish assets, as security for the indemnity against envi- 
ronmental liability given by it to NERCO. As security for the indemnification 
given to NERCO, the Company granted a security interest on the Con Mine 
assets to NERCO and agreed that the net proceeds from sale of these assets 
will be placed in a reclamation trust, to be used to pay for the eventual recla- 


mation of the mine. 
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On June 25, 2003, the Company completed the private placement of 
3,572,000 flow-through common shares (of which 3,475,000 were sold 
through an underwriter) at a price of $2.10 per common share. The Company 
must incur Canadian exploration expenditures (as defined in the Income Tax 
Act (Canada)) on the Hope Bay project in the amount of $7,501,200 by 
December 31, 2004. The underwriter received a commission of $437,850 
and an option to purchase 208,500 common shares at $2.10 per share that 
expires on June 25, 2004. 


On August 14, 2003, the Company completed a public offering through a 
syndicate of underwriters of 16,700,000 common shares at a price of $2.10 
per share for gross proceeds of $35,070,000. The underwriters received com- 
missions of $1,753,500 and an option to purchase 835,000 shares at $2.10 
per share that expires on February 14, 2005. The Company plans to use the 
net proceeds of this financing to advance its Hope Bay project and for gener- 


al corporate purposes. 


On December 10, 2003, the Company completed a private placement of 
4,151,574 flow-through common shares at a price of $3.65 per common 
share and 1,500,000 units at a price of $3.05 per unit for gross proceeds 
totaling $19,728,245. Each unit consisted of one common share and one half 
of one share purchase warrant. In consideration for their services the under- 
writers received commissions of $922,250 and a broker warrant exercisable 
to purchase 265,000 common shares at $3.05 per common share until June 
10, 2005. The Company must incur Canadian exploration expenditures (as 
defined in the Income Tax Act (Canada)) in the amount of $15,153,245 by 
December 31, 2004. 


During the year, the Company sold a portion of its shares in Northern Orion 
Exploration Ltd. (“Northern Orion”) for proceeds of $5.1 million. As a result 
of the share restructuring completed by Northern Orion in June 2003, the 
number of shares held by the Company was reduced to 2.2 million, of which 
the Company has sold 1.7 million. The Company will retain the net proceeds 
royalty interest with Northern Orion as described in note 3 to the consolidat- 


ed financial statements. 


The Company believes it has sufficient cash resources and liquidity to sustain 
its planned operations for the near term. The Company further believes that the 
repayment of the note received on the sale of Bluefish will provide sufficient 
cash to meet the current and future closure obligations of the Con Mine. The 
ongoing exploration and development of the Hope Bay project will require the 
Company to raise additional capital through one or a combination of project 
debt financing and equity offerings. The Company's strategy is to use equity 
financing to finance exploration activities and maximize project debt to build 
mining infrastructure until sufficient cash flow is generated from mining pro- 


duction. 


Liabilities and Contingencies 

As a condition of a water license held by the Con Mine, the Company main- 
tains security deposits for the cost of future reclamation. On April 4, 2003, the 
Company completed an agreement with the Department of Indian Affairs and 


Northern Development (“DIAND”) to fund security deposits by assigning the 
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proceeds from the repayment of the $10 million promissory note from the 
Power Corporation to a reclamation security trust. The Company will also 
maintain the existing bond of $1.5 million described in note 8 of the consoli- 
dated financial statements until such time as the promissory note is repaid. The 
reclamation security trust will be used to fund the reclamation of the site on 


completion of mining operations. 


In 1995, the Company entered into a joint exploration transaction with an 
investor that resulted in the sale of an interest in the assets comprising the Con 
Mine. The transaction was based upon an independent valuation prepared for 
the Company. In 2000, Canada Revenue Agency (“CRA”) issued a re-assess- 
ment notice challenging the valuation that formed the basis for this transaction. 
This re-assessment does not give rise to any taxes payable by the Company. 
However, as part of the transaction in 1995, the Company agreed to com- 
pensate the investor for any shortfall in the value of the assets transferred, to 
a maximum of $2.7 million plus accrued interest, which amounts to approxi- 
mately $1.8 million, such amounts to be payable should a ruling denying the 
transfer of certain tax pools be made against the Company. At present, the 
Company has requested information from CRA and is awaiting a response. 
While management intends to strenuously defend the independent valuation, 
the outcome of this matter is not yet determinable. No provision for these costs 
has been recorded at December 31, 2003. 


On November 17, 2003, the Company entered into a letter agreement with 
Kinross Gold Corporation for an option to earn a 60% interest in the George 
and Goose Lake projects in Nunavut for expenditures of C$25 million over a 
30 month period. Subsequent to December 31, 2003, a formal agreement 


was finalized and executed. 


Commitments 

To mitigate the risk of adverse price fluctuations and to ensure that the 
Yellowknife operations achieve cash flow projections necessary to complete the 
planned closure, the Company entered into spot deferred forward sales con- 
tracts and written call options for a portion of the Yellowknife mine’s expected 
future production. The Company has hedged foreign currency risk by fixing 
exercise prices in Canadian dollars. The Company does not hold these finan- 
cial instruments for speculative or trading purposes and the Company is not 
subject to margin requirements on any of its hedging lines. The Company, 
however, has an agreement with a financial institution for the purchase and 
sale of swaps and derivatives that contain certain financial covenants that the 
Company must maintain with respect to net tangible assets, current ratio, total 
liabilities, trade creditors and liquid assets. If the Company fails to meet any 
of these covenants, the financial institution has the right to demand payment 
of the net value of any contracts that are outstanding at the time of default. As 
a result of the termination of underground mining at the Con Mine, the 
Company is in breach of certain of these financial covenants. However, the 
financial institution has agreed to modify affected covenants for a period of 


time which the Company believes is adequate to comply with the covenants. 


Further, as a result of the termination of underground mining at Con Mine, 
forecast gold production is expected to be insufficient to meet all of the remain- 
ing obligations as detailed in the table below and the Company plans to finan- 
cially settle affected contracts. The Company has recorded an unrealized loss 
of $1.7 million on the affected contracts as discussed in the paragraph fol- 


lowing the table below. 


The following table sets out the outstanding number of contract ounces, aver- 
age expected realized prices and maturities for the gold commodity derivative 


contracts as at December 31, 2003: 


Call Average 

Hedged Average options strike 

Period ounces Price sold price 
2004 19,800 CAD$478 36,000 CAD$478 


The fair value of 36,000 ounces of other call options was negative $2.6 mil- 
lion at December 31, 2003 and was negative $4.3 million at December 31, 
2002. The Company has recorded an unrealized loss of $1.7 million for these 
call options to reflect the ineffectiveness of the hedge as a result of the termi- 
nation of underground mining at the Con Mine and the forecast reduction in 
gold production. The changes in the fair value of the remaining call options 
will be recorded in financial statements at maturity in accordance with 
accounting recommendations in place prior to October 24, 2000, as the con- 
tracts were written prior to the date of issuance of the accounting recommen- 


dations for written call options. 


The fair value of the gold forward sales and spot deferred forward sales con- 
tracts was negative $1.3. million on December 31, 2003 and was negative 
$5.4 million at December 31, 2002. The change in the fair value has not been 
recorded in accordance with accounting recommendations for hedging con- 
tracts. The Company has not entered into any gold sales or option contracts 
since July 2003 and will continue to reduce the position through gold delivery 


and financial settlement. 


Contractual Obligations 
The following table summarizes the annual contractual obligations for the next 


five years and amounts due thereafter are presented in total. 


2004 2005 2006 2007 __ Thereafter 
Oxygen plant 780 780 1,020 - - 
Office lease costs 219 228 228 236 954 


The Company is obligated to fund reclamation and closure costs for its mining 
and exploration operations as a condition of associated water licenses, how- 
ever the timing of those specific payments has not been determined and they 
will be deferred to the extent that the Company continues to be engaged in 


active mining and exploration operations. 


Off Balance Sheet Arrangements 
The Company does not have any off balance sheet arrangements other than 
the pension obligations and certain financial instruments, described in notes 


12 and 15 respectively of the consolidated financial statements. 


OUTLOOK 


Future operations in Yellowknife will depend upon the profitable mining at the 
Giant Mine and the continued processing of gold bearing arsenic sludges and 
calcines from the Con Mine. It is expected that these operations will produce 
approximately 40,000 ounces in 2004. The Company anticipates that final 
approval for the Con Mine abandonment and restoration plan will be received 
in 2004 which will permit the Company to conduct final reclamation activities 


in subsequent periods. 


The longer term outlook for the Company continues to be heavily weighted to 
the successful exploration and development of the Hope Bay project. As a 
result of the acquisition of Hope Bay Gold in 2002, the Company owns 100% 
of the Hope Bay project, which has measured and indicated resources of 1.8 
million ounces of gold and inferred resources of a further 3.6 million ounces 
of gold. The Company’s strategy initially is to build small, low capital cost min- 
ing operation that will generate significant cash flow to continue exploration 
and development of the Hope Bay belt. The feasibility study on Doris North 
projected positive economics; at a US$325 per ounce (CA$512 per ounce) 
gold price, the project has a 136% rate of return and generates $69 million 


cash flow after payback of construction capital. 


The Company plans to continue to work towards making a development deci- 
sion on the Doris North project, including advancement of the permitting 
process and negotiation of an Inuit Impact Benefits agreement. When com- 
pleted, the Company will then make the final decision on commitment to the 
construction process. If approved by the Company, production could com- 


mence by late 2005. 


The Company also intends to assess the potential of the George and Goose 


Lake projects to become additional mining assets. 


RISKS AND UNCERTAINITIES 


The Company must obtain additional capital to pursue its exploration and 
development work at Hope Bay. Given the nature of capital market demand 
for speculative investment opportunities, there is no assurance that additional 
financing will be available for the appropriate amounts and at the times 
required. The Company has developed a cash management plan that will 
enable it to invest on a priority basis in projects likely to generate favourable 
results in the near-to-medium term. The impact of fluctuations in the price of 
gold is a risk to the Company's future profitability and cash flow. As the gold 
market price is denominated in U.S. currency, the Company is also at finan- 
cial risk as the currency exchange rate between Canadian and U.S. Dollars 
can fluctuate and impact the reported earnings and resulting cash flow. If the 
Canadian dollar strengthens compared to the U.S. dollar, revenue from gold 
sales, which is generated in U.S. dollars, will convert to fewer Canadian dol- 
lars available to pay for operating costs that are almost entirely incurred in 
Canadian dollars. However, the Company does not expect a further rise in the 
Canadian dollar to have a material impact on mining operations in 
Yellowknife because a Canadian dollar gold price assumption of $478 was 
used in short-term cash forecasting for the purpose of establishing cut-off 


grades and life-of-mine planning. 
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NON GAAP MEASURES 


The Company has included certain non-GAAP performance measures through- 
out this document. These non-GAAP performance measures do not have any 
standardized meaning prescribed by GAAP and, therefore, are unlikely to be 
comparable to similar measures presented by other companies. The Company 
believes that, in addition to conventional measures, prepared in accordance 
with Canadian GAAP, certain investors use this information to evaluate the 
Company's performance. Accordingly, they are intended to provide additional 
information and should not be considered in isolation or as a substitute for 
measures of performance prepared in accordance with Canadian GAAP. Set 
out below are definitions for these performance measures and reconciliation’s 


of the non-GAAP measures to report GAAP measures. 


Unit Costs 
A reconciliation of costs per ounce of gold produced: calculated in accordance 
with the Gold Institute Standard to the cost of sales and depletion, deprecia- 


tion and amortization is included below: 


2003 
Cash Total 
Operating Production 
Cost Cost 
Costs of sales (Income Statement) $ 45,857 $ 45,857 
“Free” power (a.) (2,692) (2,692) 
Depletion of deferred development (b.) 1,410 
Depreciation and depletion 4,517 
Reclamation 1,739 
Reclamation adjustment (c.) (500) 
Foreign exchange (221) 
Operating cost base for calculation $ 44,575 $ 48,700 
Gold produced Oz 84,269 84,269 
Foreign exchange, CAD:USD 1.436 1.436 
Operating cost base/ 
gold ounce produced $/oz $ SOCmmeS 402 
2002 
Cash Total 
Operating Production 
Cost Cost 
Costs of sales (Income Statement) $ 41,262 $ 41,262 
Depletion of deferred development (b.) 3,496 
Depreciation and depletion 6,381 
Reclamation 1,916 
Foreign exchange 18 
Other (119) (63) 
Operating cost base for calculation $ 44,639 $ 49,514 
Gold produced Oz W513 115,134 
Foreign exchange, CAD:USD 572 o75 
Operating cost base/ 
gold ounce produced $/oz $ 246 =$ 273 


Notes: 


(a.) “Free” power described in note 4 of the consolidated financial statements is excluded 
as it is offset with a gain of equal value in Other Income. 


(b.) Depletion of deferred development is included in Cash Operating Cost consistent with 
the Gold Institute Standard. 


(c.) Reclamation adjustment recorded as a result of mine closure is excluded along with 
other closure related amounts which expensed in the income statement. 
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Management’s Responsibility for Financial Reporting 


The consolidated financial statements and all information in the Annual Report are the responsibility of the Board of 
Directors and management. The consolidated financial statements have been prepared by management based on 
information available to February 27, 2004 and are in accordance with Canadian generally accepted accounting 
principles. A system of internal controls is maintained by management to provide reasonable assurance that assets are 


safeguarded and financial information is accurate and reliable. 


The Audit & Risk Management Committee of the Board of Directors is comprised of outside directors who meet with 
management and the independent auditors to review internal control and financial reporting matters, and to ensure that 
management is maintaining adequate financial controls. The Audit & Risk Management Committee also reviews the 
audit plan of the independent auditors and discusses the results of their audit and their audit report prior to submitting 
the consolidated financial statement to the Board of Directors for approval. 


The consolidated financial statements have been audited by KPMG LLP and their report is below. 


Anthony P. Walsh Elaine Bennett 
President & Chief Executive Officer Vice-President and Controller 


Auditors’ Report To The Shareholders 


We have audited the consolidated balance sheets of Miramar Mining Corporation as at December 31, 2003 and 2002 
and the consolidated statements of operations and deficit and cash flows for the years then ended. These financial 
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 


management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 2003 and 2002 and the results of its operations and its cash flows for the years then 
ended in accordance with Canadian generally accepted accounting principles. As required by the Company Act (British 
Columbia) we report that, in our opinion, these principles have been applied on a consistent basis. 


KPMG LLP 


KPMG 2? 


Chartered Accountants 
Vancouver, Canada 
February 27, 2004 


Miramar Mining Corporation / ANNUAL RePort 2003 21 | | | & 


MIRAMAR MINING CORPORATION 
Consolidated Balance Sheets 

(expressed in thousands of Canadian dollars) 
As at December 31, 2003 and 2002 


2003 2002 
Assets 
Current assets: 

Cash and cash equivalents $ 69,921 $ 16,085 

Short-term investments - 23,694 

Accounts receivable |B L157 

Inventory (note 6) 6,443 F163 

Prepaid expenses 554 162 

78,495 52,261 

Note receivable (note 4) 9 592 - 
Power credits receivable (note 4) 4,345 - 
Property, plant and equipment (note 7) 134,906 128,732 
Cash collateral deposits (note 8) 6,274 6,338 
Investment in Northern Orion Explorations Ltd. (note 3) 10,112 5,173 
Investment in Sherwood Mining Corporation (note 5) 294 803 
el ee ee ee N00 

$ 244,118 $ 203,423 
Liabilities and Shareholders’ Equity 
Current liabilities: 

Accounts payable and accrued liabilities $ 537, $ 10,905 
Deferred gain (note 4) 4,345 - 
Provision for site reclamation and closure costs 9,831 9,142 
Deferred retirement benefits (note 12) 84 1,833 
Future income tax liability (note 11) 17,881 18,875 

41,678 40,755 
Shareholders’ equity 

Share capital (note 10) 371,079 313,808 

Contributed surplus 744 688 

Deficit (169,383) (151,828) 

202,440 162,668 
$ 244,118 $ 203,423 


Commitments and contingencies (note 16). 
Subsequent events (note 10{c] and note 16 (g)). 
See accompanying notes to consolidated financial statements. 


ON BEHALF OF THE BOARD: 


Gas DPSS 


Anthony P. Walsh David A. Fennell 


Director Director 
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MIRAMAR MINING CORPORATION 

Consolidated Statements of Operations and Deficit 

(expressed in thousands of Canadian dollars, except per share amounts) 
As at December 31, 2003 and 2002 


2003 2002 
Revenue 
Sale $ 42,552 $ 5822 
Other income (note 4) 4,325 945 
46,877 54,067 
Expenses 
Cost of sales 45,857 A1,262 
Depreciation and depletion 4,517 6,381 
General and administration 4,222 3,260 
Foreign exchange loss 69 18 
Reclamation 1,739 1,916 
Severances and closure (note 7) 4,995 - 
Write-down of assets (note 7) 7,780 - 
69,179 §2,837 
Earnings (loss) from operations before items noted below (22,302) 1,230 
Equity loss (509) (372) 
Earnings (loss) before income taxes (22,811) 858 
Income taxes: (note 11) 
Current (436) (254) 
Future 5,692 - 
5,256 (254) 
Earnings (loss) for the period (17,555) 604 
Deficit, beginning of the year (151,828) (152,432) 
Deficit, end of the year $ (169,383) $ (151,828) 
Earnings (loss) per share, basic and diluted $ (0.13) $ 0.01 
Weighted average number of common shares outstanding 132,508,456 95,841,089 


See accompanying notes to consolidated financial statements. 
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MIRAMAR MINING CORPORATION 
Consolidated Statements of Cash Flows 
(expressed in thousands of Canadian dollars) 
As at December 31, 2003 and 2002 


2003 2002 
Cash provided by (used in): 
Operations 
Earnings (loss) for the year $ (17,555) $ 604 
Items not involving cash: 
Depreciation and depletion AON7 6,381 
Gain on sale of assets (45) (98) 
Write-down of assets 7,780 - 
Reclamation 689 530 
Equity loss 509 a72 
Future income tax (5,692) - 
Other (256) 24 
Net change in non-cash working capital: 
Accounts receivable (420) 784 
Inventory 1,960 (1,853) 
Prepaid expenses (392) 28 
Accounts payable and accrued liabilities riz) 1,253 
(12,022) 8,025 
Investments: 
Expenditures on plant, equipment and deferred exploration (24,931) (18,158) 
Investment in Hope Bay Gold Corporation, 
net of cash acquired (note 2) - (2,317) 
Sale (purchase) of short term investments 23,694 (23,694) 
Net proceeds on sale of Northern Orion shares (note 3) 5,062 3,822 
Collateral deposits 64 156 
3,889 (40,191) 
Financing: 
Issue of common shares for cash 61,969 34,758 
61,969 34,758 
Increase in cash and cash equivalents 53,836 2,592 


Cash and cash equivalents, beginning of the year 16,085 13,493 
Cash and cash equivalents, end of the year $ 69,921 $ 16,085 


Supplementary information 


Income taxes paid $ 436 $ 254 
Non-cash investing and financing activities 

Fair value of note receivable, received on sale of assets (note 4) 9,267 - 

Sale of assets (note 4) 8,898 - 

Common shares issued for acquisition of Hope Bay Gold (note 2) - 49,843 


Common shares received for disposition of mineral property - 98 


See accompanying notes to consolidated financial statements. 
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MIRAMAR MINING CORPORATION 

Notes to Consolidated Financial Statements 
(expressed in thousands of Canadian dollars) 
As at December 31, 2003 and 2002 


1. Significant accounting policies: 


(a) 


(b) 


(c) 


(d) 


(e) 


Basis of preparation: 


The consolidated financial statements include the accounts of 
Miramar Mining Corporation (the “Company”) and its material sub- 
sidiaries. Investments in entities when the Company's interest is less 
than 20% are accounted for by the cost method from the date signif- 
icant influence could no longer be applied. Investments in other enti- 
ties are accounted for by the equity method. The Company’s 
subsidiaries and its percentage ownership in each at December 31, 
are as follows: 


Miramar Con Mine Ltd. 100.0% 
Miramar Giant Mine Ltd. 100.0% 
Miramar Hope Bay Ltd. 100.0% 
Miramar Gold Corporation 100.0% 
Orcana Resources Corporation 100.0% 
Talapoosa Mining Corp. 100.0% 


The preparation of financial statements requires management to 
make estimates that affect the reported values of assets and liabilities 
and the disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and 
expenses during the reporting period. Significant areas requiring the 
use of management estimates relate to the determination of impair- 
ment of assets, reclamation and closure obligations, assumptions 
used in determining stock-based compensation, future income taxes 
and rates for amortization of property, plant and equipment. Actual 
results could differ from these estimates. 


Cash and cash equivalents: 


Cash and cash equivalents include investments with terms to maturity 
of 90 days or less when purchased. 


Short-term investments: 


Short-term investments with terms to maturity of greater than 90 days 
but not more than one year are recorded at the lower of cost and 
market determined on an aggregate portfolio basis. 


Revenue recognition and inventory: 

Revenue is recognized on production and product inventories are 
recorded at estimated net realizable value. Materials and supplies 
inventories are valued at average cost less appropriate allowances 
for obsolescence. 


Property, plant and equipment: 

Property, plant and equipment, which includes mine plant and equip- 
ment and mineral properties, is recorded at the lower of cost and esti- 
mated net recoverable amount. Buildings and equipment are 
depreciated over their estimated useful lives, not to exceed the esti- 
mated proven and probable ore reserves. Mining equipment and 
vehicles are depreciated on a straight-line basis over estimated use- 
ful lives of two to 15 years. Prior to their disposition, hydro-electric 
assets were depreciated on a straight-line basis over 95 years. Office 
furniture and computer equipment are depreciated using the declin- 
ing balance method at 20% and 30%, respectively. The cost of min- 
eral properties and related exploration and development costs are 
deferred until the properties are placed into production, sold or 


(f) 


(g) 


(h) 


abandoned. Capitalized costs are amortized over the estimated use- 
ful life of the properties following the commencement of production or 
written off if the properties are sold, allowed to lapse or abandoned. 
It is management's policy to review the carrying value of all mineral 
properties on an ongoing basis. 


Provision for site reclamation and closure costs: 


Costs related to ongoing site restoration programs are expensed as 
incurred. Estimated costs of mine closure and site restoration are 
accrued and expensed over the estimated remaining life of the min- 
eral properties on a unit-of-production basis. Estimates of the ultimate 
site reclamation and closure costs are based on current laws and reg- 
ulations and expected costs to be incurred. 


Pension expenses and obligation: 


The Company maintains defined benefit pension plans and provides 
certain non-pension post-retirement benefits consisting of extended 
health and other benefits. The cost of providing pension and other 
post-retirement benefits is actuarially determined and charged to 
earnings using the projected unit credit actuarial method based 
upon management's best estimate assumptions. Pension fund assets 
are valued at fair value. The pension expense for the year includes 
adjustments for plan amendments, experience gains and losses, and 
changes in assumptions that are being amortized on a straight-line 
basis over the expected average remaining service lives of the plan 
members. Any differences between the cumulative amounts 
expensed and the funding contributions are reflected as either an 
asset or a liability. 


Stock-based compensation plan: 


The Company has a stock-based compensation plan which is 
described in note 10 (c). On May 28, 2002, the Company retroac- 
tively to January 1, 2002 removed the stock appreciation rights of all 
outstanding employee stock options. The Company accounts for all 
stock-based payments to non-employees, and employee awards that 
are direct awards of stock, call for settlement in cash or other assets, 
or are stock appreciation rights that call for settlement by the issuance 
of equity instruments, granted on or after January 1, 2002, using the 
fair value based method. No compensation cost is recorded for all 
other stock-based employee compensation awards. Consideration 
paid by employees on the exercise of stock options is recorded as 
share capital and contributed surplus. The Company discloses the pro 
forma effect of accounting for these awards under the fair value 


based method. 


Under the fair value based method, stock-based payments to non- 
employees are measured at the fair value of the consideration 
received, or the fair value of the equity instruments issued, or liabili- 
ties incurred, whichever is more reliably measurable. The fair value 
of stock-based payments to non-employees is periodically re-meas- 
ured until the counterparty performance is complete, and any change 
therein is recognized over the period and in the same manner as if 
the Company had paid cash instead of paying or using equity instru- 
ments. The cost of stock-based payments to non-employees that are 
fully vested and non-forfeitable at the grant date is measured and rec- 
ognized at that date. 


(i) 


Under the fair value based method, compensation cost attributable to 
awards to employees that call for settlement by the issuance of equi- 
ty instruments, is measured at fair value at the grant date and recog- 
nized over the vesting period. Compensation cost attributable to 
awards to employees that call for settlement in cash or other assets is 
measured at intrinsic value and recognized over the vesting period. 
Changes in intrinsic value between the grant date and the measure- 
ment date result in a change in the measurement of compensation 
cost. For awards that vest at the end of the vesting period, compen- 
sation cost is recognized on a straight-line basis; for awards that vest 
on a graded basis, compensation cost is recognized on a pro-rata 
basis over the vesting period. 


Translation of foreign currency: 


The accounts of foreign operations are translated into Canadian dol- 
lars as follows: 


© monetary assets and liabilities at the rates of exchange prevailing 
at the balance sheet date 

other assets and liabilities at applicable historical exchange rates 

© revenues and expenses at the average rate of exchange for the 
period covering the statement of operations except for expenses 
related to non-monetary assets which are at the rates used for 
the translation of the related assets. 

® Translation gains and losses are included in earnings. 


Derivative financial instruments: 

The Company uses forward sales agreements and options for the pur- 
pose of managing price and currency exposures on its anticipated 
gold sales. The Company assesses, both at the hedge’s inception and 
on an ongoing basis, whether the derivatives that are used in hedg- 
ing transactions are highly effective. Gains and losses relating to such 
instruments are recorded in income the same period as gold is pro- 
duced to meet the hedged commitment. Realized and accumulated 
unrealized gains or losses associated with derivative instruments 
which have been terminated or cease to be effective prior to maturi- 
ty, are deferred under other current, or non-current, assets or liabili- 
ties on the balance sheet and recognized in income in the period in 
which the underlying transaction is recognized. In the event a desig- 
nated hedged item is sold, extinguished or matures prior to the ter- 
mination of the related derivative instrument, any realized or 
unrealized gain or loss on such derivative instrument is recognized in 
income at that time. The fair value charges in ineffective hedges is 
recognized in the statement of operations due to its nature. 


The Company sells written call options. For written call options sold 
subsequent to October 24, 2000, the premiums received at the incep- 
tion of the written call options are recorded as a liability. Changes in 
the fair value of the liability are recognized in the statement of oper- 
ations at each reporting period. For written call options sold prior to 
October 24, 2000 changes in fair value are recognized in the state- 
ment of operations when settled. 


(k) 


(I) 
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Income taxes: 


The Company uses the asset and liability method of accounting for 
future income taxes. Under the asset and liability method, future 
income tax assets and liabilities are determined based on differences 
between the financial statement carrying values of existing assets and 
liabilities and their respective income tax bases (temporary differ- 
ences) and loss carryforwards. Future income tax assets and liabili- 
ties are measured using the substantively enacted tax rates expected 
to be in effect when the temporary differences are likely to reverse. 
The effect on future income tax assets and liabilities of a change in 
tax rates is included in the results of operations in the period in which 
the change is substantively enacted. Future income tax assets also 
result from unused loss carry forwards, resource related pools and 
other deductions. The amount of future tax assets recognized is limit- 
ed to the amount that management considers more likely than not to 
be realized. 


Net earnings (loss) per share: 

Basic earnings (loss) per share is calculated by dividing earnings 
(loss) available to common shareholders by the weighted average 
number of common shares outstanding in the period. For all periods 
presented, earnings (loss) available to common shareholders equals 
the reported earnings (loss). Diluted earnings (loss) per share is cal- 
culated by the treasury stock method. Under the treasury stock 
method, the weighted average number of common shares outstand- 
ing for the calculation of diluted earnings (loss) per share assumes 
that the proceeds to be received on the exercise of dilutive stock 
options are applied to repurchase common shares at the average 
market price for the period. 


For the year ended December 31, 2003, diluted loss per share is the 
same as basic loss per share as the affect of the outstanding options 
and warrants would be anti-dilutive. 


(m) Comparative figures: 


Certain of the prior year comparative figures have been restated to 
conform to the presentation adopted for the current year. 
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MIRAMAR MINING CORPORATION 

Notes to Consolidated Financial Statements 
(expressed in thousands of Canadian dollars) 
As at December 31, 2003 and 2002 


2. Acquisition of Hope Bay Gold 


On May 23, 2002, the Company acquired Hope Bay Gold Corporation 
(“Hope Bay Gold”). Under the terms of the agreement, the Company 
issued 39,464,430 common shares to shareholders of Hope Bay Gold on 
the basis of 0.263 shares of the Company for each one Hope Bay Gold 
share outstanding at April 4, 2002. In addition, the Company issued 
2,353,850 stock options and 3,923,872 share purchase warrants as out- 
lined in notes 10 (c) and 10 (d). In 2002 during the period prior to acqui- 
sition, the Company loaned Hope Bay Gold approximately $2.5 million, 
which was used to fund its requirements for the Hope Bay project and to 
pay general corporate costs. 


The fair value of the common shares and warrants and stock options to be 
issued by the Company was determined based on the average closing 
price of the Company's stock at the time the terms of the acquisition were 
agreed to and announced. The assets acquired and liabilities assumed of 
Hope Bay Gold have been recorded at their fair values at the acquisition 
date as follows: 


Fair value of net assets acquired: 


Current assets $ 1,013 
Equipment 42 
Investment in Sherwood Mining Corporation 838 
Resource properties 64,690 
Reclamation deposits 1,804 
68,387 
Less: 
Current liabilities 3,854 
Reclamation liability 650 
Future income taxes 12,140 
Fair Value of Net Assets Acquired Seo 748 
Consideration: 
Share consideration $ 49,173 
Acquisition costs 1,900 
Stock options and warrants 670 


Total Consideration: SS SIZ: 


3. Investment in Northern Orion Explorations Ltd.: 


During the year ended December 31, 2002, unrelated option holders 
exercised an option granted by the Company to acquire 48 million shares 
of Northern Orion Explorations Ltd. (“Northern Orion”) and Northern 
Orion convertible notes having a face value of $6.9 million for a total 
purchase price of $3.84 million. As a result of this transaction, the 
Company ceased equity accounting for its interest in Northern Orion as 
of June 30, 2002. 


At January 1, 2003, the Company had 22 million shares of Northern 
Orion, which represents approximately 11.7% of Northern Orion and a 
net proceeds interest royalty (“NPI”) in certain Northern Orion mineral 
properties which it acquired pursuant to a restructuring agreement with 
Northern Orion. The NPI entitles the Company to receive the economic 
equivalent of a 2.5% net smelter return on certain of Northern Orion's 
mineral properties as well as 50% of the proceeds from the disposition of 
certain Northern Orion mineral properties, all to a maximum of $15 mil- 
lion. During the year ended December 31, 2003, Northern Orion con- 
solidated its shares on a one-for-ten basis. Also during 2003, the 
Company sold a total of 1.7 million shares of Northern Orion for gross 


proceeds of $5.1 million. The Company has recorded the proceeds as a 
reduction of the carrying values of its interests in Northern Orion. 
Recovery of the remaining carrying value of the combined investment 
amounting to $10.1 million is dependant upon the sale of Northern Orion 
shares and receipt of net proceeds from eventual production from the 
properties or their sale by Northern Orion. 


Sale of Bluefish: 


On April 4, 2003, the Company completed the sale of the Bluefish hydro- 
electric power plant (“Bluefish”) to Northwest Territories Power 
Corporation. Bluefish is a 7.0 mega volt-ampere hydroelectric power gen- 
erating facility, located 25 miles northwest of Yellowknife, which supplies 
power to the Company's Con mine. Sale consideration included a non- 
interest bearing note for $10 million payable on December 31, 2004, the 
supply of power to the Con mine, free of charge, equal to the historic gen- 
eration profile of Bluefish until December 31, 2004 (note 16 (b)) and the 
supply of power to the Con mine, free of charge, at an annual rate of 5 
million kilowatts and 18,000 kilo volt-ampere of demand for a five year 
period from 2005 to 2009, (the “power credits”). The $10 million note 
receivable and the power credits were recorded at their fair values of 
$9.3 million and $7.0 million respectively. In addition, the Company 
recorded a deferred gain of $7.0 million relating to the fair value consid- 
eration of the power credits. As the power credits are consumed, the 
Company recognizes a corresponding gain in the statement of opera- 
tions. During the year ended December 31, 2003, approximately $2.7 
million of the fair value of the power credits was consumed and has been 
recorded in cost of sales and a corresponding $2.7 million gain has been 
recorded in other income. 


For accounting purposes, the note receivable on the sale of Bluefish will 
be accreted to its facé value of $10 million over the period to its maturi- 
ty. During 2003, the Company accreted interest of approximately $0.3 
million which has been recorded in other income. 


Investment in Sherwood Mining Corporation: 


As a result of the acquisition of Hope Bay Gold in May 2002 (note 2), the 
Company holds 40.21% of Sherwood Mining Corporation (“Sherwood”) 
and commenced equity accounting in June 2002. The Company supplied 
services on a cost recovery basis to Sherwood totaling $123,526 (2002 
- $916,341) during the year ended December 31, 2003. As at December 
31, 2003, the Company had received advances of $9,496 (2002 - 
$133,022) related to the planned exploration program in 2003. 


Inventory: 

2003 2002 
Gold and silver $ 2,774 $ 4,074 
Materials and supplies (note 7) 3,669 7,089 


$ 6443 $ 11,163 


7. Property, plant and equipment: 


2003 2002 

Producing: 
Property, plant and equipment $ 55,478 $ 77,064 
Deferred exploration and development 51,367 52,584 


Accumulated depreciation, 


depletion and write-downs (101,029) _ (109,846) 


5,816 19,802 

Non-Producing: 
Property, plant and equipment 2g, 1,977 
Mineral properties 127,937 107,983 


Accumulated depreciation and depletion (1,046) (1,030) 


129,090 
$ 134,906 $ 


108,930 
128,732 


In the second quarter of 2003, the Company recorded a write down of 
$7.3 million to reflect the revised forecast of cash flow from its Con Mine 
operations reducing capital assets for the Con Mine by $5.0 million and 
supplies inventory by $2.3 million. In addition, the Company increased 
the provision for reclamation and site closure for the Con Mine by $0.5 
million to reflect the lower number of gold ounces expected to be pro- 
duced over the remaining life of the mine. On August 25, 2003, the 
Company made the decision to terminate mining from its underground 
operations at the Con Mine in November 2003. As a result of this deci- 
sion, severance and closure costs of approximately $5.0 million were 
incurred and paid in the year ended December 31, 2003. These costs 
relate to severance payments made to employees as well as unrealized 
gold forward contract losses resulting from reduced gold production fore- 
cast impact on the assessment of hedge effectiveness. Mining will contin- 
ue from the Giant Mine and ore will continue to be processed at the Con 
Mine milling facility. In the fourth quarter, the Company recorded a fur- 


ther write down of $0.5 million on supplies inventory. 


8. Cash collateral deposits: 


The Company has established the following cash deposits with chartered 
banks to serve as collateral for letters of credit pledged in favour of vari- 
ous governmental agencies and others under several water licenses and 
mineral exploration and mining agreements. The deposits are invested in 
guaranteed investment certificates and bear interest at market rates. These 
funds will be returned to the Company upon completion of reclamation of 


the properties to which they relate. 


2003 2002 
Con Mine water license (note 16(d)) $ 1,500 $ 1,500 
Bluefish water license 100 100 
Giant Mine water license 200 200 
Con Mine road permit 50 50 
Golden Eagle reclamation 341 405 
Talapoosa reclamation 233 233 


Hope Bay water licenses and land permits 3,850 3,850 


$ 6,274 $ 6,338 


9. 
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Other assets: 
2003 2002 


Investments $ 100 $ 106 
Other - 10 


$ 100 $ 116 


. Share capital: 


(a) Authorized: 
500,000,000 common shares without par value. 


(b) Issued: 
Common shares Special warrants 
Number Number of 
of shares Amount shares Amount 
Balance December 31, 2001 61,009,783 $ 230,463 2.290215 $ 2700 
Issued: 
Common shares, 
net of issue costs 19,973 365 34,501 
Conversion of special warrants 
into common shares 2,290,215 2,700 = (2,290,215) (2,700) 
Future income tax effect 
of flow-through shares - (3,286) 
Common shares issued for 
acquisition of Hope Bay 
Gold (note 2) 39,369 688 49,055 
Common shares to be 
issued for acquisition 
of Hope Bay Gold 94,742 118 
On exercise of warrants 19,282 26 
On exercise of stock 
appreciation rights 138,598 - 
On exercise of stock options 248,000 231 
Balance, December 31, 2002 123,143,673 313,808 - § ~ 
Issued: 
Common shares, net of costs 25,923 574 58,598 
Future income tax effect of 
flow-through shares - (4,698) 
On exercise of warrants 724,946 1,090 
On exercise of stock options 1,842,700 2,281 
Balance December 31, 2003 151,634,893 $ 371,079 - § - 


On March 11, 2002, the Company completed a private placement of 
2,666,666 flow-through common shares at a price of $1.50 per common 
share. The agent for the flow through share offering received commissions 
of $260,000 on closing and an option to purchase 186,666 common 
shares at $1.50 per share that expires on March 11, 2004 of which 
133,962 were exercised. The fair value of these options at the grant date 
was $30,000 and has been shown on a net basis in share capital. 


On June 20, 2002, the Company completed a private equity placement 
consisting of 12,500,000 units at a price of $2.00 per unit plus 
2,500,000 flow-through common shares at a price of $2.00 per share for 
gross proceeds of $30,000,000 through a syndicate of underwriters. 
Each unit consists of one common share and one-half of one common 
share purchase warrant. Each whole common share purchase warrant 
entitles the holder to acquire one additional common share at a price of 
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$2.50 until June 20, 2003 which expired unexercised. The syndicate of 
underwriters received a 6% commission totalling $1,800,000 on closing 
and an option to purchase 900,000 common shares at $2.03 per share 
until June 20, 2003 which expired unexercised. The fair value of these 
options at the grant date was $125,000 and has been recorded on a net 
basis in share capital. 


On December 19, 2002, the Company completed a private placement of 
2,306,699 flow-through common shares at a price of $1.50 per common 
share. The agent for the flow-though share offering received commissions 
of $192,000 on closing and an option to purchase 128,000 common 
shares at $1.50 per share that expired on December 19, 2003 which was 
exercised prior to expiry. The fair value of these options at the grant date 
was $33,000 and has been recorded on a net basis in share capital. 


On June 25, 2003, the Company completed a private placement of 
3,572,000 flow-through common shares at a price of $2.10 per common 
share. The Company must incur Canadian exploration expenditures as 
defined in the Income Tax Act (Canada) in the amount of $7,501,200 by 
December 31, 2004. The underwriter for the flow-though share offering 
received commissions of $437,850 on closing and an option to purchase 
208,500 common shares at $2.10 per share that expires on June 25, 
2004. The fair value of these options at the grant date was $75,000 and 
has been shown on a net basis in share capital. 


On August 14, 2003, the Company completed a public offering of 
16,700,000 common shares at a price of $2.10 per share for gross pro- 
ceeds of $35,070,000. The underwriters received commissions of 
$1,753,500 and an option to purchase 835,000 common shares at 
$2.10 per share that expires on February 14, 2005. The fair value of 
these options at the grant date was $410,000 and has been shown on a 
net basis in share capital. 


On December 10, 2003, the Company completed a private placement of 
4,151,574 flow-through common shares at a price of $3.65 per common 
share and 1,500,000 units at a price of $3.05 per unit for gross proceeds 
totalling $19,728,245. Each unit consisted of one common share and 
one-half of one common share purchase warrant. In consideration for 
their services the underwriters received $922,250 and broker warrants 
exercisable to purchase 265,000 common shares at $3.05 per common 
share until June 10, 2005. The fair value of these warrants at the grant 
date was $156,000 and has been shown on a net basis in share capital. 
The Company must incur Canadian exploration expenditures as defined 
in the Income Tax Act (Canada) in the amount of $15,153,245 by 
December 31, 2004. 


(c) Stock options: 


Stock options are granted at the closing market price of the common 
shares on the last trading day before the date of grant. Options have a 
maximum term of ten years and usually terminate 30 days following the 
termination of the optionee’s employment. The vesting periods of stock 
options granted vary with terms determined by the Board of Directors. At 
December 31, the Company had stock options outstanding as follows: 


2003 2002 
Shares Average Shares Average 
options exercise price options _ exercise price 
Outstanding, beginning of year 4273721 $ 125 S722 07 eS 1.33 


Granted 1,730,318 1.94 1,009,500 1.24 
Converted on acquisition of 

Hope Bay Gold (note 2) - = 2,353,850 1.37 
Exercised (1,842,700) 1.24 (577,000) 0.88 


Forfeited or expired 
Outstanding, end of year 


(54,000) 1.20 (234,750) 3.99 
4,107,339 $ 1.54 4,273,721 $ 1.25 


During the year ended December 31, 2003, no compensation costs were 
recorded in the statement of operations for options granted to employees. 
Had compensation costs been determined using the fair value based 
method at the grant dates for awards under the Plan, the Company's pro 
forma net earnings, earnings per share and fully diluted earnings per 
share would have been as follows: 


2003 2002 

Pro forma earnings (loss) $ (18,423) $ 204 
Pro forma earnings (loss) per share, 

basic and diluted $ (0.14) $ 0.00 


The compensation costs reflected in these pro forma amounts were calcu- 
lated using the Black-Scholes option pricing model assuming a risk-free 
interest rate of 4.3%, a dividend yield of 0%, an expected volatility of 55% 
and expected lives of stock options of 5 years. As at December 31, 2003, 
3,807,339 options were fully vested and expire as follows: 


Year Number Exercise price 
2004 158,000 1.30 
2005 767,600 1.74 
2006 1,403,521 1.16 
2007 516,000 1.22 


2008 962,218 1.96 


Subsequent to December 31, 2003, the Company granted 2,664,060 
stock options at an average price of $3.10. 


(d) Warrants and brokers compensation options: 


At December 31, the Company had warrants and brokers compensation 
options outstanding as follows: 
2003 2002 


Warrants Average Warrants Average 
and options exercise price__and options _exercise price 


Outstanding, beginning of year 10,479,539 S$ 6.13 206,116 $ 1.30 
Granted 1,308,500 2.29 = 7,464,666 2.40 
Converted on acquisition of 

Hope Bay Gold (note 2) - — 3,923,872 7.53 
Exercised (724,946) 1.5] (19,282) 1.37 
Forfeited or expired (9,701,889) 6.50 — (1,095,833) 11.24 


Outstanding, end of year 1,361,204 $ 2.26 - 10,479,539 $ 6.13 


11. Income and resource taxes: 


At December 31, 2003, the Company has unused tax loss carry forwards 
in Canada of $33.8 million (2002 - $29.0 million) expiring between the 
years 2004 and 2010 which are available to reduce taxable income and 
capital losses of $59.5 million (2002 - $43.7 million) which are available 
indefinitely, but can only be utilized against capital gains. The ability of 
the Company to utilize the loss carry forwards and the capital losses is not 
considered more likely than not and therefore a valuation allowance has 
been provided against the tax assets. 


The tax effect of the significant components within the Company’s future 
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12. Pension plan and other post-retirement benefits: 


The Company has four defined benefit pension plans covering substan- 
tially all of the employees at the Con Mine and the Giant Mine. These 
plans are funded on an ongoing basis, based on periodic actuarial valu- 
ations and statutory requirements. In addition, the Company, by practice, 
provides for other post-retirement benefits. The ultimate liability for these 
benefits is estimated for accounting purposes on an ongoing basis using 
periodic actuarial calculations. 


Summary information related to the defined benefit pension plans and 
other benefits are as follows: 


tax asset (liability) at December 31 were as follows: 


Pension benefit plans Other benefit plans 
2003 2002 2003 2002 
Accrued benefit obligation $ 16621 $ 16,394 §$ 142 $ 1,010 
Fair value of plan assets 14,927 12,969 - - 
Funded status surplus (deficit) (1,694) (3,425) (142) (1,010) 
Unamortized past service costs 1,878 857 (328) (499) 
Unamortized experience loss 
(gain) 202 2,244 s = 


Accrued benefit asset (liability)  $ 386 S (324) 


Reconciliation of accrued benefit obligation: 


$ (470) $ (1,509) 


2003 2002 

Loss carry-forwards S$ 11,791 “$ 10,864 
Capital losses 10,590 7,780 
Property, plant and equipment 15,253 11,736 
Canadian mining royalty - 14,232 
Canadian resource deductions DNCZ 4,378 
Reclamation liabilities 2,854 2535 
Equity investment 730 3,637 
Other 4,006 1,701 
47 361 56,863 
Valuation allowance (47,361) (56,863) 
Net future tax asset - - 
2003 2002 

Future income tax liability of 

Hope Bay Gold (note 2) (8,293) (12,140) 


Future income tax liability on 


flow-through shares (9,588) (6,735) 
Net future income tax liability $ (17,881) $ (18,875) 


The income tax expense differs from the amounts computed by applying 
the combined federal and provincial income tax rate of 34.1% (2001 - 
43.1%) to pretax losses as a result of the following: 


2003 2002 
Earnings (losses) before 
equity loss and income taxes SH 22, 81S 1,230 
Computed “expected” 
tax expense (recovery) $ (7,605) $ 530 


Adjustment to income taxes resulting 


from change in valuation allowance (9,502) (530) 
Adjustment to future tax assets 

and liabilities for enacted changes 

in tax rates (5,483) - 
US losses not recognized Spky - 
Canadian mining royalty pools 

not recognized 14)232 - 
Share issue costs (1,263) - 
Losses expired 1,960 - 
Capital taxes 436 254 
Other (1,270) = 


(5,266) $ 254 


Income taxes $ 


Pension benefit plans Other benefit plans 

2003 2002 2003 2002 
Balance, beginning of year $ 16393 $ 14305 $ 1,010 $ 947 
Current service cost 670 730 27 27 
Interest cost 1,099 1,062 68 65 
Benefits paid (1,122) (827) (68) (29) 
Plan improvement - 864 - _ 
Actuarial gains (losses) 633 260 3 - 
Gain due to curtailment (1,052) = (898) - 
Accrued benefit obligation, 

end of year Sy GA So SSE IS 142 S$ 1,010 

Reconciliation of plan assets: 

Pension benefit plans Other benefit plans 

2003 2002 2003 2002 
Fair value, beginning of year $ 12,968 S$ 14625 $ - $ - 
Actual return on plan assets 1,727 (1,309) - - 
Employer contributions 1,354 480 - - 
Benefits paid (1,122) (827) - - 
Fair value of plan assets, 

end of year Se A927 Sal 2 96920S - $ - 


Pension expense during the year for the pension plans was $1,984,000 
(2002 — $803,000). Other benefit plans recovery for the year is 
$970,300 (2002 - $158,400). Pension expense for the year was com- 
prised of the following: 


2003 2002 
Current service cost $ 670 $ 730 
Interest cost 1,099 1,062 
Expected return on plan assets (981) (1,083) 
Amortization of experience gains/(losses) 542 11 
Amortization of past service costs 294 83 


Loss due to curtailment 360 = 


$ 1,984 $ 803 
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13. 


In two (2002 — two) of the defined benefit pension plans, the accrued 
benefit obligation exceeds the fair value of plan assets at year-end by 
$2,829,000 (2002 - $4,433,000). Payments are being made to fund the 
excess of the accrued benefit obligation over the fair value of plan assets 
in accordance with applicable legislation. For purposes of measuring 
other benefits, an 80% probability was assigned to termination of employ- 
ees in five years due to mine closure. 


The significant actuarial assumptions used in 2003 and 2002 in the meas- 
urement of the Company's benefit obligation are shown in the following 
table: 


Pension Other 

benefits benefits 

Discount rate 6.25% 6.25% 
Expected long-term rate of 

return on plan assets 7.50% n/a 
Weighted average rate of 

compensation increase 2.00% n/a 


Business segments: 


(a) Reportable Segments — The Company’s operating mine produces gold 
and is located in Canada. Hope Bay is an exploration stage gold prop- 
erty located in Canada. Reportable assets and revenues do not differ 
materially from the amounts disclosed in these consolidated financial 
statements, as there are no material inter-segment sales. 


(b) Geographic Segments — The Company operates in Canada. 


The Company’s property, plant and equipment and expenditures, rev- 
enues and earnings (loss) before equity loss and income taxes by operat- 
ing and geographic segment are as follows: 


12 months ended December 31, 2003 


Expenditures Earnings (loss) 
Property, on property, before equity 
plant and plant and loss and 


equipment equipment Revenues _income taxes 


Gold operations § 5780 $ 3908 $ 45602 $ (19.444) 
Gold exploration 128,024 20,911 = = 
Other 1,102 112 1,275 (2,858) 
$ 134906 $ 24931 $ 46,877 $ (22,302) 
12 months ended December 31, 2002 

Expenditures Earnings (loss) 
Property, on property, before equity 

plant and plant and loss and 
equipment __ equipment Revenues __income taxes 
Gold operations $ 19802 $ 6669 $ 53122 $ 3668 
Gold exploration 107,983 73,815 - - 
Other 947 94 945 (2,438) 
$ 128732 $ 80578 $ 54067 $ 1,230 


14. Financial risk management: 


15. 


(a) Gold hedging: 

In order to manage its exposure to fluctuations in the price of gold, the 
Company enters into fixed forward, spot deferred and options contracts 
in the course of its business. Forward sales agreements obligate the 
Company to sell gold at a specified price on a specified date. Spot 
deferred contracts allow the Company to defer the delivery of gold under 
the contracts to.a later date at the original contract price plus the prevail- 
ing premium (contango) at the time of the deferral, thereby allowing the 
Company to participate in current market price increases while providing 
future downside protection. Put options provide the holder with the right, 
but not the obligation, to sell gold at the contract price. Call options writ- 
ten provide the holder with the right, but not the obligation, to purchase 
gold at the contract price. 


The Board of Directors has approved a hedging policy and reviews the 
Company's hedging position periodically. As at December 31, 2003, the 
Company had entered into the following gold contracts: 


Anticipated © Hedged Average price Call options Average price 
delivery/expiry ounces __per ounce sold per ounce 
2004 19,800 CAD $478 36,000 CAD $478 


(b) Credit risks: 


The Company's ability to realize on the above contracts is dependent 
upon the ability of the counter-parties to perform in accordance with the 
terms of the agreements. The Company deals only with major financial 
institutions with investment grade credit ratings and does not expect any 
counter-parties to fail to meet their obligations. 


Financial instruments: 


Fair value estimates are made at the balance sheet date, based upon rel- 
evant market information and information about the financial instrument. 
These estimates are subjective in nature and involve uncertainties in sig- 
nificant matters of judgement. Changes in assumptions and market con- 
ditions could significantly affect these estimates. Factors used in 
determining the fair value of gold call options are the contracted sales 
price of gold in comparison to current spot price and the probability of 
movements in the price of gold over the term of the option. As at 
December 31, 2003, the combination of the spot price of U.S. 415 per 
ounce and the probability of future price changes has had a significant 
effect on the fair value of gold call options sold. However, the effect of the 
probability of future price changes on the fair value estimate diminishes 
over the life of the option. The carrying values of all financial instruments 
approximated fair values, except the investment in Sherwood and deriv- 
ative instruments. In addition, the fair value of the investment in Northern 
Orion is undeterminable due to the inherent difficulty in the determination 
of the fair value of such an instrument. 


The fair value excess (deficiency) of derivative instruments and the fair val- 
ues based on the quoted market values and carrying values of the invest- 
ment in Sherwood and other assets, at December 31 are as follows: 


16. 


2003 2002 

Carrying Fair Carrying Fair 

value value value value 
Investment in Sherwood S 29S 2 3:3508 8 803 $ 1,200 
Other assets 100 1,500 116 116 

Derivatives: 

Gold forward sales contracts - (1,270) (1,225) (5,382) 
Gold calls sold (1,742) (2,596) (940) (4,300) 


The Company has an agreement with a financial institution for the pur- 
chase and sale of swaps and derivatives that contains certain financial 
covenants that the Company must maintain with respect to net tangible 
assets, current ratio, total liabilities, trade creditors and liquid assets. If the 
Company fails to meet any of these covenants, the financial institution has 
the right to demand payment of the net value of any contracts that are out- 
standing at the time of default. As a result of the termination of under- 
ground mining at the Con mine, the Company was in breach of certain of 
these financial covenants. However, the financial institution has agreed in 
writing to modify the affected covenants for a period of time which the 
Company believes is sufficient in order for the Company to comply with 
the covenants. 


Commitments and contingencies: 


(a) Miramar Con Mine Ltd. (“MCML”) is committed to the purchase of 
$780,000 of liquid oxygen per annum through 2007, subject to an 
ongoing purchase option in the Company’s favour at the discounted 
value of the remaining payments. 


(b) As part of the arrangement to sell Bluefish described in note 4, the 
Company has entered into an indemnity agreement with NERCO 
Minerals Company (“NERCO”), the previous owners of the Con 
Mine, in which the Company agrees to hold NERCO harmless 
against any future third party claims that relate to environmental con- 
ditions of the Con Mine. The terms of the indemnity agreement pro- 
vide for no limitation to the maximum potential future payments under 
the guarantee. The Company has not provided for any current carry- 
ing amount of the liability, contingent or otherwise, for the obligations 
under the guarantee. The Company has granted the indemnification 
in order to allow NERCO to release a similar guarantee provided by 
Red Lion Management Ltd. (“Red Lion”) in connection with the acqui- 
sition of the Con Mine. Red Lion held a security interest in all the 
assets of the Con Mine, including the Bluefish assets, as collateral for 
the indemnity against environmental liability given to NERCO. As 
security for the indemnification given to NERCO, the Company has 
granted a security interest on the Con Mine assets to NERCO and 
agreed that the net proceeds from the sale of these assets will be 
placed in a reclamation security trust, to be used to pay for the even- 
tual reclamation of the mine. 


(c) As a condition of the acquisition of the Giant Mine assets, Miramar 
Giant Mine Ltd. (“MGML”) has established cash collateral security of 
$200,000 (note 8) and has issued promissory notes payable in the 
total amount of $6.8 million as security under the existing water 
licence. The promissory notes are secured solely by the Giant Mine 
assets and are due only from MGML upon default of the Reclamation 
Security Agreement (“RSA”). No value has been ascribed to this secu- 
rity interest in the consolidated financial statements. The amendment 
to the RSA completed in November 2001 provided that MGML con- 


(d) 


(e) 


(f) 


(g) 
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tinue to operate the mine and hold the property in compliance with 
environmental requirements for an indefinite term. In compensation 
for environmental and holding costs, MGML will be reimbursed 
$300,000 monthly by Department of Indian Affairs and Northern 
Development (“DIAND”). Termination of the RSA agreement by 
MGML requires written notice one month prior to termination date. 


On August 8, 2000, MCML received a renewal water licence for the 
Con Mine issued under the Northwest Territories Waters Act. This 
licence expires on July 29, 2006. As a condition of a water license 
held by the MCML, the Company maintains security deposits for the 
cost of future reclamation. On April 4, 2003, the Company complet- 
ed an agreement with DIAND to fund security deposits by assigning 
the Company’s right to $10 million receivable from the Northwest 
Territories Power Corporation (note 4) in connection with the sale of 
Bluefish and assigning the $10 million promissory note receivable 
from the Northwest Territories Power Corporation to DIAND. The pro- 
ceeds, once received by DIAND, are to be deposited in a reclama- 
tion security trust established by the Company. The Company will also 
maintain the existing bond of $1.5 million (note 8 to the consolidat- 
ed financial statements) until such time as the reclamation security 
trust contains $9 million or such other amount as is required by the 
terms of the Water License as security. The reclamation security trust 
will be used to fund the reclamation of the site on completion of oper- 
ations. 


In 1995, the Company entered into a joint exploration transaction 
with an investor that resulted in the sale of an interest in the assets 
comprising the Con Mine. The transaction was based upon an inde- 
pendent valuation prepared for the Company. In 2000, Canada 
Revenue Agency (“CRA”) issued a re-assessment notice challenging 
the valuation that formed the basis for this transaction. This re-assess- 
ment does not give rise fo any taxes payable by the Company. 
However, as part of the transaction in 1995, the Company agreed to 
compensate the investor for any shortfall in the value of the assets 
transferred to a maximum of $2.7 million plus accrued interest, which 
amounts to approximately $1.8 million at December 31, 2003, such 
amounts to be payable should a ruling denying the transfer of certain 
tax pools be made against the Company. The Company has request- 
ed certain information from CRA and is awaiting a response. While 
management intends to strenuously defend the independent valua- 
tion, the outcome of this issue is not yet determinable. No provision 
for these costs has been recorded at December 31, 2003. 


In October 2002, the Company entered into a long-term lease for 
office space for its corporate and exploration office. The Company 
has minimum commitments under operating leases for its premises 
totalling approximately $225,000 annually for ten years. 


On November 17, 2003, the Company entered into a letter agree- 
ment with Kinross Gold Corporation whereby the Company has the 
option to earn a 60% interest in the George and Goose Lake projects 
in Nunavut. Under the terms of the letter agreement, the Company 
would earn a 60% interest in the properties and related rights and 
facilities by spending a total of $25 million over a 30 month period. 
Subsequent to December 31, 2003, a formal agreement was final- 
ized and executed. 
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